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E B P c E E D I N G S  
(9:34 a.m.) 

CHAIRMAN OMAS: Good morning. Today we 

continue hearings to receive the direct case of 

participants other than the Postal Service in Docket 

No. R2006-1 considering the Postal Service requests 

for rate and fee changes. 

There are two preliminary procedural matters 

to resolve. At Friday's hearing no one was available 

to enter the evidence of MBI Witness Wilbur into 

evidence, along with his designated written cross- 

examination. 

Is counsel for MBI present in the hearing 

room this morning? 

please? Yes? 

Would you cane to the desk, 

Ms. Fitzgerald, wocld you please introduce 

yourself for the record and move the admission of the 

direct testimony of Michael Wilbur? 

MS. FITZGERALD: I'm Eileen Fitzgerald with 

Kent & O'Conner in Washington, D.C. on behalf of MBI. 

I move to enter his testimony into the 

record. 

CHAIRMAN oms 

(No response. 

CHAIRMAN OMAS 

Is there any objection? 

Hearing none, Ms. 

Heritage Reporting Corporation 
(202) 628-4888 
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Fitzgerald, will you please present the reporter with 

two copies of the corrected direct testimony of 

Michael Wilbur? 

That testimony is received into evidence. 

However, as is our practice, it will not be 

transcribed. 

(The document referred to was 

marked for identification as 

Exhibit No. MBI-T-1 and was 

received in evidence.) 

CHAIRMAN OMAS: Ms. Fi'zgerald, have the 

answers to the designated written cross-examination 

been reviewed and corrected? 

MS. FITZGERALD: Yes, sir. 

CHAIRMAN OMAS: Again, would you please 

provide two copies of the corrected designated written 

cross-examination of Witness Wilkmr to the reporter? 

That material is received into evidence and 

is to be transcribed into the record. 

(The document referred to was 

marked for identification as 

Exhibit No. MBI-T-1 and was 

receive6 in evidence.) 

/ /  

/ /  

Heritage Reporting Corporation 
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RESPONSE TO LSPS ISTERROG,\TOHIES RI' \IICIIAEL \\'ILBL'R 
(REVISED NOVEMBER I .  2006) 

USPSIMBI-TI-1 Please refer to the first paragraph of the second page of your 
testimony where you state, "We are also not protesting their cost calculations 01 

their policy of motivating their constituents' behavior by addressing rate 
structures." 

a. Please confirm that the Postal Service has, in tliis docket. provided 
testimony that mail pieces shaped as are your cdlr'ctihlcs have some 
opcralional characteristics and cost characteristics that are more 
consistent with those of parcels pieces than w i h  Ihtiie ofinacbinable flats. 
(See. for example, the testimonies of witnesw \lc('rery. IJSPS-T-42: 
Coombs, USPS-T-44; Kiefer, USPS-T-36: and \liller. CSPS-T-20.) 

b. Please confirm that had the Postal Service proposed that mail 
pieces such as yours, which share operational charactenstics and cost 
characteristics with parcels. be defined directly into the parcel 
classification, the rate increase that you would have received would have 
been larger than what you have calculated you face under the instant 
proposal. If you do not confirm, please explain. 

c. Is it your understanding that, with the rate increase of the size you 
have noted your pieces will incur under the Postal Service's proposal, the 
Postal Service will be receiving sufficient revenue to cw.'er the cost of 
handling your pieces and permit them to provide contribution to 
institutional cost? 

d. If your response to part c is affirmative, should the Commission, in 
setting lower rates as you request, ensure that the rates are sufficient to 
provide contribution to institutional cost? 

RESPONSE: 

a: We do not dispute the USPS's ability to calculate their costs. 

b: We confirm that had this proposal classified our mail as Parcels rather than as Not 
Flat-rnachinable, our rates would increase by even more than the approximately 88% that 
they are projected to rise under the current proposal. 

c: Again, we do not dispute the USPS's.ability to calculate their costs. 

d: This is a policy question best left for the PRC to review after consideration of the 
appropriate testimony. MBI has no recommendation to make. 
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USPSIMBI-TI-2 Please refer to the second paragraph of the second page of 
your testimony where you state, “Even if this price hike were to be applied in 
stages over three to five years, the rate of increase would still be well in excess 
of inflation”. 

a. Please confirm that “inflation” is generally understood fo represent 
the growth in prices of a weighted basket of goods and xrvicr.s. If you do 
not confirm, please explain the definition of “inflation” that you wished to 
convey in your testimony. 

b. Please confirm that, at any given point in time. thr. procuss of “deaveraging” 
the prices for a set of services or products that had prwtously 
been grouped together may result in some semices receiving a higher 
price increase than other services within the onyinal group. If  you do not 
confirm, please explain. 

c. If you confirmed part b above, please confirm that the increase 
observed for the first subgroup of services described above would not be 
a result of “inflation”. If you cannot confirm. please explain. 

RESPONSE: 

a: C o n f m e d  

b: Confirmed 

e: Confirmed. However, even though the rate increase is a result of “deaveraging” rather 
than inflation, the proposed rate increase still far exceeds the rate of inflation (by any 
standard definition), a traditional benchmark for evaluating proposed cost increases. 
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USPS/MBI-T1-3 Please refer to your testimony where you state "Further, while 
we can factor the postage rate increase into our cost sttucture and raise our 
pricing proportionally in future advertising, we cannot alter the terms under which 
our existing customers are enrolled in their collectiblc series and these represent 
the lion's share of our shipments for the next severnl years." 

a. Please provide the total number of existing cusiomers enrolled in a 
collectible series, broken down by the number ofexistmg customers 
that are currently enrolled in their collectible series through the next 
year, through the next two years, and through the next three years. 

b. Please provide more detail on the nature of thc cnrorlment agreement 
typically used for a collectible series, including the term length and any 
clauses related to term modification. If there is not an enrollment 
agreement, please fully explain why "[MBI. Inc.] cannot alter the 
terms." 

c. Please provide the shipping and handling costs charged to customers 
that are enrolled in a collectible series. 

d. Are the shipping and handling charges in subpart (c) limited by the 
enrollment agreement discussed in subpart (b) or in any other way'? 
Please explain fully. 

RESPONSE: 

a: As a private company, we do not divulge the number of customers enrolled in each of 
our collectible series. It is confidential information a? is their length of enrollment. 
However, we can state for the purpose of highlightirig thz impact of this proposal on 
MBI, Inc., that we currently mail about 4 million packages per year that would fall under 
the new rate classification of Not Flat-machinable and we expect to mail a similar 
number of packages per year for the next three years. 

b: Our customers, almost always individual consumers, enroll in our collectible series via 
responding to direct mail advertisements. They mail tear-off coupons. There are no 
lengthy enrollment agreements or "clauses related to term modification." In our offers, 
we do state a fixed price that applies to each item in the collectible series. The term of 
enrollment can vary from a few months to several years. 

For almost all of our collectible series, both the customer and MBI have the option of 
terminating the agreement at any time. When we say we "cannot alter the terms", we 
mean that passing along these stiff and sudden cost increases after the customer has 
enrolled in the series at an agreed upon price is the wrong way to do business. We fear it 
would harm ow relationships with our customers; heighten the chance that they would 
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cancel their collections; and lessen the likelihood that they would enroll in future 
collectible series. 

0 
c: Shipping and service costs vary from series to series to account for our costs. 

d: Yes, they are limited by the enrollment agreement as dexribed above in terms of our 
view of the right way to treat customers. 
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USPSIMBI-TI4 Please refer to your testimony where you state “MBI, Inc 
primarily sells collectibles.” 

a. Please list all other types of business your company engages in. or 
other items that your company sells. 

b. For each business or item listed in subpart (a). plcclsc discuss your 
company’s ability to raise prices in those areas in  order to help absorb 
cost increases in MBI’s collectibles business. 

c. Please provide a breakdown of the different t)pcs of  collectibles sold 
by MBI, Inc., their approximate size and shape. tile mailpiece used, 
and any additional packaging enclosed by MHI. Inc. (hubble wrap, 
Styrofoam, paper, etc.). 

RESPONSE: 

a: We also sell some apparel and home decor items that constitute a very small 
percentage of our sales. 

b: We cannot raise prices in other businesses due IO cost increases completely unrelated 
to the economics of those products because we have to deliver value to our customers. 
To ensure our products are saleable, we must price relative to our costs for those specific 
products and relative to our competition in those businesses, neither of which are 
impacted by the increase in the Not Flat-machinable postaze rate. Further, we will 
already be absorbing postage cost increases in those businesses as well. 

c: MBI, Inc. markets thousands of collectibles, each requiAng its own mailpiece and all 
containing separate packaging and collateral material. To provide a breakdown would be 
unduly burdensome. 

Regards, 

Michael Wilbur 
Vice President 
MBI, Inc. 
47 Richards Avenue 
Norwalk, CT 06857 
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CHAIRMAN OMAS: Thank you, Ms. Fitzgerald. 

I have one other issue to dispose of before 

today's scheduled witnesses appear. 

The Postal Service moved to compel responses 

to three parts of an interrogatory to Pitney Bowes 

Witness Buc. The specific questions are USPS/PB-T3- 

20(c), (d) and (e). 

I will deny the motion to compel. The 

question seeks information to determine how Pitney 

Bowes may benefit from proposed rate or fee discounts. 

Rate and fee discounts are developed based on Postal 

Service costs. How much any particular mailer may 

benefit from a proposed discount. is not before the 

Commission. 

Does anyone else have any procedural matters 

at this point to discuss before we continue? 

(No response. ) 

CHAIRMAN OMAS: Scheduled to appear today 

are Witnesses Buc, Cohen, Glick, White & Cavnar 

For the convenience of witnesses and 

counsel, we will first resolve the testimony of 

Witness White. 

Mr. Keegan, will you please assist us to 

receive a corrected version of Mr. White's testimony 

into evidence? 

Heritage Reporting Corporation 
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MR. KEEGAN: Yes. Good morning, Mr. 

Chairman. 

I have with me two copies of Mr. White's 

final revised testimony which was filed on November 1 

and also two copies of his original signed 

declarations of authenticity, and I move that his 

testimony be received inro evidence. 

CHAIRMAN OMAS: Is there any objection? 

(No response. 1 

CHAIRMAN OMAS: Hearing none, MI. Keegan, 

would you please provide the reporter with two copies 

of the corrected direct testimony of Mark Wallace 

White? 

That testimony is recei.ved into evidence. 

However, as is our practice, it will not be 

transcribed. 

(The document referred to was 

marked for identification as 

Exhibit No. USNews-T-l and 

was received in evidence.) 

CHAIRMAN OMAS: Mr. Keegan, have the answers 

to the designated written cross.examination been 

reviewed and corrected? 

MR. KEEGAN: There are no corrections since 

they were filed, Mr. Chairman. 

Heritage Reporting Corporation 
(202) 628-4888 
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CHAIRMAN OMAS: Again, would you please 

provide two copies of the corrected designated written 

cross-examination of Witness White to the reporter? 

That material is received into evidence, and 

it will be transcribed into the record. 

(The document referred to was 

marked for identification as 

Exhibit No. USNews-T-1 and 

was received in evidence.) 

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/! 
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USPSIUSNews-T1-1 
Page 1 of 1 

RESPONSES OF U.S. NEWS WITNESS WHITE TO 
INTERROGATORIES OF THE UNITED STATES POSTAL SERVICE 

USPSIUSNews-TI -1 

Please refer to your testimony at page 6. line 4. where you mention a “somewhat 
increased incentive to move copies from DSCF to DDDU [sicJ” in the Postal 
Service’s proposal. Please specify what parts of the Postal Service’s proposal 
create this increased incentive. 

RESPONSE 

I should have specifically stated that the proposed rates would give most 

publications a greater incentive to move copies from DSCF to DDU than do 

current rates. There may be extremely rare cases where that is not true. The 

proposed rates would introduce dropship editorial discounts that would provide 

savings of 3.9 cents per pound for editorial weight entered at the DDU rather 

than DSCF. For advertising pounds, the savings from DDU entry versus SCF 

entry would rise from 3.5 cents to 3.6 cents. The diiference in piece savings 

would shrink from 1.1 cents to 0.8 cents because of rhe proposed increase in the 

DSCF piece discount. Both DDU and DSCF copies wGuld lose eligibility for the 

current dropship-pallet and co-palletization discounts. If a publication has at least 

1.24 ounces (0.077 pounds) of editorial weight per piece, moving DSCF copies 

to DDU entry would save at least 0.3 cents per piece on editorial weight. 

Therefore, only a few extremely light publications would not have greater 

incentives for DDU versus DSCF entry under the proposed rates than they have 

under current rates. 
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USPSIUSNews-TI -2 
Page 1 of 1 

RESPONSES OF U.S. NEWS WITNESS WHITE TO 
INTERROGATORIES OF THE UNITED STATES POSTAL SERVICE 

USPSIUSNews-Ti-2 

Please refer to your testimony at page 12. lines 6-7. where you conclude, based 
on Exhibit A of witness Schick's testimony in Docket No. C2004-1, that "larger 
mailers tend to have fewer copies per container than do smaller mailers." Please 
provide a more specific cite or other data to bock up :hat conclusion. 

RESPONSE 

This was an inadvertent error that will be corrected in the final version of 

my testimony. I meant to say that "larger mailstreams tend to have more copies 

per container than do smaller mai1streams.- This assertion is based on my 

observations that pallets contain far more copies than do sacks and that larger 

mailstreams are able to palletize more copies. meaning that the Tang Twelve is 

by no means representative of all publications participating in the experimental 

co-palletization program 
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USPSIUSNews-T1-3 
Page 1 of 4 

RESPONSES OF U.S. NEWS WITNESS WHITE TO 
INTERROGATORIES OF THE UNITED STATES POSTAL SERVICE 

USPSIUSNews-Ti-3 

Please refer to your testimony at page 13. lines 3-5. where you claim that 
witness Tang does not know how mailers would mail if they did not co-palletize 

(a) Please confirm that, in order to qualify for the experimental co-palletization 
discounts now in effect, mailers must provide. upon request, presort reports 
showing how the pieces would have been prepared prior to co-palletization. See 
DMM 709.3.2a. If you do not confirm, please explain. 

(b) Please confirm that it is possible that witness Tang could, following 
appropriate procedures, obtain access lo this informalion. If you do not confirm, 
please explain. 

RESPONSE 

(a) Partially confirmed. Mailers must provide a report "that profiles 

mailings before co-palletization. to substantiate that without co-palletization the 

mail would have been prepared in sacks (e.g. ADC pallets of 250 or more 

pounds for any individual title, independently presorted version, or selectively 

bound pool, could not have been made)." See 68 Fed. Reg. 4714 (Jan. 30, 

2003). The "before" co-palletization report, howeve(. does not show the only way 

that the mailing could have been prepared without co-palletization. The purpose 

of the "before" report is to show which copies could not have been on ADC 

pallets of 250 or more pounds. That report. coupled with the "after" report that 

describes the actual mailing, determines which copies are eligible for co- 

palletization discounts. Therefore, the "before" report must use the same 

dropship plan as the "after" report showing how the copies were actually 

dropshipped. 

(b) The question is not clear. If "this information" means that witness 

Tang could obtain the "before" reports for the Tang Twelve, confirmed. Those 

reports are obviously the source of the "before" information on her spreadsheets. 
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USPSIUSNews-TI -3 
Page 2 of 4 

If "this information" means that Tang could obtain access to information showing 

how the publications would have been mailed without co-palletization - 

especially how the mailings would have been containrrized - not confirmed 

Again, the "before" reports describe how the mailing would have been 

containerized without co-palletization but with the same dropship plan as the 

actual mailing. 

To understand this better, it is importanl to recognize the four options that 

mailers have for segments for which ADC pallets of 25C pounds or more cannol 

be created: 

- 
- 

Option 1: Neither co-palletize nor dropship 

Option 2: Co-palletize but not dropship. This ij: rarely done, because 
current rates provide minimal incentive to co-palletize copies that are not 
dropshipped. 

Option 3: Dropship but not co-palletize. This is generally not feasible. 
because printers and other freight consolidators woid shipping sacks that 
are not on pallets. 

Option 4: Co-palletize and dropship. This is the only option that makes 
the copies eligible either for co-palletization or dropship-pallet discounts 

- 

* 

The "before" reports for the co-palletization program are based on Option 3, 

using the same entry points that the co-palletized mailing actually went lo. But 

these "before" reports describe a hypothetical situation that is unlikely to exist, 

because of the logistical barriers to dropshipping sacks. If a mailer is unable to 

use Option 4 for a segment that has less than 250 pounds, it is most likely to 

pursue Option 1. It is not possible to determine from the "before" reports how a 

mailing would be containerized with Option 1, but Option 1 generally leads to 

fewer containers than does Option 3 (because, for example, mixed ADC 

containers can be used with Option 1 but not Option 3). 
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There is no way, therefore, for Tang to know what the Tang Twelve would 

pay for postage without co-palletization under the Postal Service's proposed 

rates. Using the "before" reports to estimate what those publications would pay 

exaggerates what their container charges would be without co-palletization and 

in turn overstates what their incentive to co-palletize would be. 

Tang herself has presented evidence demonstrating that the "before" 

reports for the Tang Twelve are unlikely to represent actual mailings. The 

number of pieces per sack in the "before" reports for the Tang Twelve 

publications ranges from a low of 11.8 for Pub1 to a high of 14.9 for Publ2. On 

August 17, 2006, Tang presented an analysis of 251 Periodicals publications in 

response to a question from Chairman Omas at an August 10. 2006 hearing. 

She presented a chart showing the average number of pieces per sack for all 

251 publications. Only 23 of these publications averaged fewer pieces per sack 

than did any of the Tang Twelve. In other words, if ranking publications by the 

number of pieces per sack, the hypothetical "before" mqilings of the Tang Twelve 

all would be in the bottom 10 percent. 

It is worth noting that, of the 23 publications among the 251 with 14.9 or 

fewer pieces per sack, only one was a "Large" mailer and one a "Medium" 

mailer; the other 21 were "Small" mailers. Nine of the Tang Twelve were 

"Medium" and three were "Small" mailers. The data presented by Tang for the 

251 .publications suggest that the number of copies per sack is typically several 

times the number shown in the "before" reports for the nine "Medium"-sized Tang 

Twelve publications. 

In fact, a US. News client recently had four supplemental mailings with 

seemingly similar characteristics to what the Tang Twelve actually would have 

had without co-palletization or dropshipping. The client averaged 21,237 pieces 
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per mailing -versus 20,850 for the Tang Twelve - and the pieces were local- 

entered at the printing plant to addresses across Ihe country. The mailings 

averaged more than 63 pieces per container, which is four times greater than 

any of the Tang Twelve had in the "before" studies. 

This discussion of how mailings are or would be containerized absent co- 

palletization is not mere statistical nitpicking. lt reveals a fundamental flaw in 

Tang's co-palletization analysis that leads her to the mistaken conclusion that co. 

palletization incentives would be higher with the Postal Service's proposed rates 

than with current rates. At 85 cents per container, the Tang Twelve mailings as 

described in the "before" reports would face container charges of six cents or 

more per piece. Those container charges would dwindle to a fraction of a cent 

per piece in the "after" reports, thus indicating that co-palletization would reduce 

the proposed container charge by at least five cents per piece and in some 

cases more than six cents per piece. Those numbers dwarf the current 

incentives for co-palletization - for example, the ma?:irnum 1 .l-cent co- 

palletization discount and the 1.6-cent dropship-pallet discount. But most of the 

apparent savings are phantom, because they are based on an exaggerated 

number of before-co-palletization containers. If instead the mailings had 

averaged 63 pieces per container without co-palletizarion, the savings on the 

container rate would have been approximately one cent per piece. 
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RESPONSES OF U.S. NEWS WITNESS WHITE TO 
INTERROGATORIES OF THE UNITED STATES POSTAL SERVICE 

USPSIUSNews-Tl-4. 

Please refer to your testimony at page 14, lines 14-15, where you refer to "the 

Postal Service's weight-based transportation costs." Please provide references 

to any testimony by postal witnesses indicating that the transportation costs for 

Periodicals are incurred on a weight basis. 

RESPONSE 

What I had in mind would more accurately be described as "the Postal Service's 

weight-and-distance-related costs." For example, Periodicals publishers pay 

only 20.3 cents per pound for editorial content that the Postal Service transports 

from the East Coast to the West Coast, while market prices for coast-to-coast 

ground freight are probably at least $1 per pound. Th? Postal Service's 

proposed rates, though introducing dropship-editorial discounts. would hardly 

address that discrepancy, because the zoned editoriai rate would rise to only 

23.2 cents per pound. 
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CHAIRMAN OMAS: Is there any additional 

written cross-examination for Witness White? 

(No response. ) 

CHAIRMAN OMAS: Thank you, Mr. Keegan. 

Our next witness today is already under oath 

in this particular proceeding. 

Mr. Scanlon, would you please identify your 

witness for the record? 

MR. SCANLON: Thank you, Mr. Chairman. 

Michael Scanlon on behalf of Pitney Bowes. Lawrence 

G. BUC is our next witness. 

Whereupon, 

LAWRENCE G. BUC 

having been previousll- duly sworn, was 

recalled as a witness herein and was examined and 

testified further as follows: 

DIRECT EXAMIIVATION 

(The document referred to was 

marked for identification as 

Exhibit No. PB-T-3.) 

BY MR. SCANLON: 

Q Mr. Buc, you have before you two copies of a 

document entitled Direct Testimony of Lawrence G. BUC 

on Behalf of Pitney Bowes, Inc. dated November 6, 

2006, designated as PB-T-3. Is that correct? 

Heritage Reporting Corporation 
(202) 628-4888 
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A Yes, I do. I’ve got them. 

Q And was that testimony prepared by you or 

under your direction? 

A Yes. 

Q And if you were to give that testimony 

orally today would it be the same? 

A Yes, it would. 

Q Are there any library references associated 

with your testimony? 

A N o .  

MR. SCANLON: Mr. Chairman, at this time I 

will provide the reporter with two copies of the 

testimony and ask they be admitted into evidence, the 

testimony of Lawrence G. Buc, 2B-T-3 .  

CHAIRMAN OMAS: Is there any objection? 

( N o  response. ) 

CHAIRMAN OMAS: Hearing none, I will direct 

counsel to provide the reporter with two copies of the 

corrected direct testimony of Lawrence G. Buc. 

That testimony is received into evidence. 

However, as is our practice, it will not be 

transcribed. 

/ /  

/ /  

/ /  

Heritage Reporting Corporation 
(202) 628-4888 
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(The document referred to, 

previodsly identified as 

Exhibit No. PB-T-3, was 

received in evidence.) 

CHAIRMAN OMAS: Mr. BUC, have you had an 

opportunity to examine the packet of designated 

written cross-examination that was made available to 

you this morning? 

THE WITNESS: Yes, I have, Mr. Chairman. 

CHAIRMAN OMAS: If the questions contained 

in that packet were posed to you orally today would 

they be the same as those you preiriously provided in 

writing? 

THE WITNESS: They would be. 

CHAIRMAN OMAS: Are there any additions or 

corrections that you would like to make to those 

answers? 

THE WITNESS: No. 

CHAIRMAN OMAS: Counsel, will you please 

provide two copies of the corrected designated written 

cross-examination of Witness BUC to the reporter? 

That material is received into evidence and 

is to be transcribed into the record. 

/ /  

/ /  

Heritage Reporting Corporation 
(202) 628-4888 
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(The document referred to was 

marked for identification as 

Exhibit No. PB-T-3 and was 

received in evidence.) 

/ /  

/ /  

/ /  

/ /  

/ /  

I /  

/ /  

/ /  

/ /  

I /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

Heritage Reporting Corporation 
(202)  628- 4888 
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GCAIPB-T3-1 Please refer to pages 6-9 of your yre-filcd testimony. 

Please provide any data or estimates in your possession concerning the number of households in 

the United States which possess a postage mctcr. 

RESPONSE 

I do not have any data or estimates concerning rhc iiunihcr othouseholds in the United States 

which possess a postage meter, nor did I rely on any w c h  data or estimates in  dcvcloping my 

testimony. 

2 
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USPSIPB-T3-1 

a. To your knowledge, are Priority Mail flat ratc stamps sold directly to purchascrs 

by Postal Service employees at USPS orrncd o r  leased facilities across USPS 

retail windows or counters? 

Please confirm that packs of Prepaid t Stclnipcd) Priority Mail flat rate envelopes 

at www.usns.com (see link below) can hc purchased through retail sales channels 

that avoid the transaction costs incurred hy stamps sold directly by Postal Service 

employees at USPS owncd or leased l~cilities across USPS retail windows or 

counters. 

http://shoo.usos.comwcbapD/wcs!srorcs 'scn,IevProductCatceon/DispIav'? 
lan~Id=-l&storeld=l0001&catalocld=IOl52&catceorvld=I 3354 
&beeinIndex=O&naaeSizc= 10000 

b. 

RESPONSE 

a. Yes. 

b. The link provided appears to provide an opportunity for the user to purchasc 

Prepaid (Stamped) Priority Mail flat rate envclopcs. After rates have been 

deaveraged for Single-Piece First Class Mail, I would also recommend extending 

the concept to Priority Mail. 

2 

http://www.usns.com
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USPS/PB-T3-2 

a. To your knowledge, are Benjamin Franklin stamped envelopes sold directly to 

purchasers by Postal Service employees at USPS owned or leased facilities across 

USPS retail windows or counters? 

Please confirm that boxes of Benjamin Franklin stampcd envelopes at 

www.usps.com (see link below) can bc purchased through retail sales channels 

that avoid the transaction costs incurrcd by stamps sold directly by Postal S c n ~ c e  

employees at USPS owned or leased lacilitics across USPS retail windows ur 

counters. 

http://shou.usus.comwebaup/wcs/storesiservle~ProductDis~lay? 
cataloeId=lO 152&storeId= I000 1 &cateporyld-: I 5602&uroductId= I X W 7  
&lanpId=- I 

b. 

RESPONSE 

a. At some locations. In a quick series of visits, five of the sevcn Post Offices 

visited had Benjamin Franklin stamped envelopes available for sale across the 

retail window/counter. 

The link provided appears to provide an opportunity for the user to purchase 

Benjamin Franklin stamped envelopes. After rates have been deaveraged for 

Single-Piece First Class mail, I would also recommend extending the concept to 

stamped envelopes. 

b. 

3 
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USPSIPB-T3-3 

0. I - cent discount for single-piece First-class Mail letter first-ouncc postage evidencing 

purchased through retail sales channels that avoid thc transaction costs incurred by stamps sold 

directly by Postal Service employees at USPS owned or leased facilities across USPS retail 

windows or counters: 

If the Commission were to recommcnd and thc Governors to approve your 

a. 

b. 

C. 

What percentage of base ycar meter pos~asc Postal Scrvicc retail windowkounter 

purchase transactions do you estimati will conven from postal rctail window 

transactions to alternate postage purchasc channel transactions in the tcsI ycar? 

Please indicate which alternate channels. 

What percentage of base year permit imprint Postal Scrvicc rctail window postaec 

purchase transactions do you estimate will convert from postal retail window 

transactions to alternate postage purchasc channel transactions in the test year? 

Please indicate which alternate channels. 

What percentage of base year PC Postage Postal Service retail window purchase 

transactions do you estimate will convert from postal retail window transactions 

to alternate postage purchase channel transactions in the test year? Please indicatc 

which alternate channels. 

RESPONSE 

a. 

b. 

. I have no data upon which to base a response. 

I have no data upon which to base a response, but I do not believe the Postal Service 

retail window/counters sell a large amount of perrnit imprint postage. 

I have no data upon which to base a response, but I do not believe the Postal Service 

retail window/counters sell a large amount of PC postage. 

c. 

4 



USPS/PB-T3-4 

a. Please confirm that your proposed discount for single-piece First-class Mail letter 

first-ounce postage evidencing would apply only IO postage purchased for and 

used on First-class Mail. If you cannot confirm, plcasc cxplain. 

Please confirm that your proposed discount for single.piece First-class Mail lctter b. 

first-ounce postage evidencing would apply only to postage purchascd for and 

used on single-piece First-class Mail. If you cannot confirm, plcasc cxplain. 

Please confirm that your proposcd discount for single-piece First-Class Mail lcttcr 

first-ounce postage evidencing would apply only to postage purchased for and 

used on single-piece First-class Mail letters If you cannot confirm, plcasc 

explain. 

c. 

RESPONSE 

a. Confirmed. 

b. Confirmed. 

c. Not confirmed. It could be used on all shapes of Single-Piece First-class Mail 

5 
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RESPONSE 

a. Confirmed. Please refer to pages 6-7 of my tcstimony whcrc I cxplain that I did 

not propose to deaverage all alternative retail sales channels bccausc the Postal 

Service currently cannot provide the neccssary cost data. Please also rcfcr to 

pages 8-9 of my testimony where I urge the Postal Service to study thesc costsso 

that expanded retail access discounts can be expanded to bctter reflect avoided 

costs for all alternative retail sales channels and postage evidencing methods. 

Confirmed. Please refer to pages 6-7 of my testimony where I explain that I did 

not propose to deaverage all alternative retail sales channels because the Postal 

Service currently cannot provide the necessary cost data. Please also refer to 

pages 8-9 of my testimony where I urge the Postal Service to study these costsso 

that expanded retail access discounts can be expanded to better reflect avoided 

costs for all alternative retail sales channels and postage evidencing methods. 

b. 

6 
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USPSIPB-T3-5 Please confirm that the following singlc-piccc First-class Mail letter first- 

ounce postage evidencing currently can be purchased through retail salcs channels that avoid the 

transaction costs incurred by stamps sold directly by Postal Scrvicc employees at USPS owned 

or leased facilities across USPS retail windows or counters: 

a. 

b. 

c. 

39-cent stamps purchased from the U S  Postal Service by mail; 

39-cent stamps purchases online at w \ r . \ c ~ u . ~ ~ s . c o ~ ;  and 

39-cent stamps purchased from consignmcnt vcndors such as groccry storcs and 

discount retail stores (Safeway and Costco, for cxample). 
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c. Confirmed. Please refer to pages 6-7 of my testimony where I explain that I did 

not propose to deavcrage all alternative rcrn11 salcs channels because the Postal 

Service currently cannot provide thc nccossary cost data. Please also refer to 

pages 8-9 of my testimony whcrc I urgc thc l’us~al Scrvicc to study thcsc custsso 

that expanded retail access discounts can bo cxpandcd to bcttcr reflect avoidcd 

costs for all alternative retail salcs channcls and postage cvidcncing methods. 

7 
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USPSIPB-T3-6 

the basis for your knowledge that “it costs 1.6 cents in the Base year to sell stamps across thc 

window.” 

Please refer to PB-T-3 at page 7, line 2 I .  Explain and provide citation to 

RESPONSE 

With a unit cost of 1.1 cents and a piggyback factor k i t  I .-!I. the unit cost in the base year is I .6 

cents. Please see page 3, lines 16 to 21 ofmy tcsliniuny for a11 citations. 

8 



RESPONSE 

With fewer transactions at windows and retail counters, I would c.:pect lines and wailins I I I I I U S  

would both be shorter. 

9 
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USPS/PB-T3-7 

explain all aspects of “customer service’’ unrelated lo the price ofpostage that would be 

improved by adoption of your proposed 0. I-cent discount for sinkle-piece First-class Mail lettcr 

first-ounce postage evidencing purchased through rctai l  sdcs channels that avoid the transaction 

costs incurred by stamps sold directly by Postal Service employees at USPS owned or lcascd 

facilities across USPS retail windows or counters. 

Please refer to PB-T-3 at page 7, lines 17-19. Identify, describe and 
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USPS/PB-T3-8 

a. Under the terms of your proposal, please idcntify all mail subclasses whose uscrs 

would benefit directly by a reduction in thc price of postage purchased through 

meters, permit imprint and PC Postagc. 

Under the terms of your proposal, pleasc idcntify all mail subclasses for which thc 

price of postage would not be discounrcd if purchased through metcrs, pcmit 

imprint and PC Postage. 

Please estimate the financial expense rcquircd ior a postal customer lo obtain usc 

of a Pitney Bowes postage meter or PC Postagc dcvicc and any rccurrin!: annual 

costs or fees paid to Pitney Bowes associated with the customer's usc oithat 

device. 

b. 

c. 

RESPONSE 

a. Because the discounts that I proposed are far less than costs avoided, 

all mail subclasses could benefit from my proposal if the proposed discounts 

incented even a small percentage of purchasers to switch their transactions from 

retail windows/counters. If rates were fully deaveraged across all retail channels 

and set in accordance with ECPR, the benefits of my proposal would not accrue to 

other classes. 

b. Please see (a) above. 

c. Consistent with the application of ECPR, the discounts that I propose are based 

on the costs avoided to the Postal Service, so I have not researched the cost to the 

customer which I expect would vary substantially based on type of meter, level of 

10 
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usage, and the like. Pitney Bowes offers a range of postage meter and 

mailing system solutions, pricing information may be found at 

htto:Nwww.ob.comlcei-binipb.dll/isp/ProductCate~orv.do?catOlD=- 

I6930&lana=en&countrv=US , 

11 
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0 USPSlPBT3-9 Please refer to PB-T-3, page 3, line 14 and provide a citation lo the 

$221,779,000 figure. Please also indicate whether that figure represents the cost to sell all stamps 

or the cost to sell stamps for use on Single Piece First-class Mail only. 

RESPONSE 

Please see the institutional response of the Postal Service to PB/USPS-T-32-4 which citcs [his 

figure and sources it to WS3.2.2 in B Workpapers. LR-L-5. Please note that in a subscquent 

revision of these workpapers, that figure is listed as S221.236.000 and my testimony will be 

modified to reflect this. The figure represents the cost to sell Single Piece First-class Mail 

stamps. 

12 
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0 

0 

0 

USPSIPET3-10 

a. Please identify all factors other than price that to your knowledge could motivate 

household mailers to explore alternatives to purchasing their poslage stamps at 

postal retail windows. 

Please identify all factors other than price that IO  your knowledge could motivate 

household mailers to prefer to purchasc [licir postage stamps at postal retail 

windows. 

b. 

RESPONSE 

a. I have no data upon which to base a response. I would cxpcct, however. ha t  

convenience could motivate household mailers to cxplorc 31[crnativcs l o  

purchasing their postage stamps at postal retail windows. 

I have no data upon which to base a responx. Based on my personal cxpcricncc. 

I do not purchase stamps at the window unless I have other purchases to make. 

My wife purchases stamps at the window in oidcr to buy postage stamps that are 

not available in the vending machine:. 

b. 

13 



RESPONSE 

Confirmed. 

14 
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USPSIPBT3-11 

Under the idealized scenario that you describe, please confirm that the price o f a  First-class Mail 

stamp paid directly to the Postal Service by a household mailer could vary depending on whether 

that stamp was purchased at a postal retail window 3s opposed 10 \\'\~'\\'.usps.~niii. 

Please refer to the paragraph in PB-T-3 that begins at page 6,  line 22. 
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USPS/PB-T3-12 Please refer to Table 1 in your testimony (PB-T-3) which shows that 84 

percent of base year stamp sales were conducted through window transactions. Plcasc confirm 

that a percentage of those sales would have involved multiplc activities (e.g., a customer 

purchased stamps and also mailed a Priority Mail parcel) such that thc costs Tor that spccilic 

transaction would not have been incurred solely due to stamp sales. If not confirmcd. p l c~sc  

explain. 

RESPONSE 

The interrogatories cited as the source of the figurcs in Tablc I, did not ask whcthcr stamp s31cs 

involve multiple activities, nor did the Postal Service provide 1% information. It is possihlc. { i t  

course, that some of the sales of stamps were pan of  a transaction that involved multiplc 

activities. I would further note that in FY 2005 accmcd costs of window scrvicc wcrc S ? . W S  

million and the attributable costs were $1,057 million. See 'JSPS-LR-L-I, pagc 3-1. i\ccording 

to that library reference, window service activities arc grouped irito four groups: transactions 

involving major mail classes; transactions involving special services; stamps, cards, money 

orders, and stamped envelope sales and postage meter setting zctivities, and all other window 

activities. Variabilities are based on surveys of customer purchasing behavior. See USPS-LR-L- 

1, pages 3-14 and 15. Attributable costs for stamp sales are distributed based on RPW. See 

USPS-LR-L-I, page 3-16. The costs that I cite in my testimony for the cost of selling a stamp at 

a window arc only the attributable costs. 

2 



USPS/PB-T3-13 

should recommend that a postage evidencing discounl be cxtcndcd to single-piece First-class 

Mail with permit indicia, but not be extended to othcr mail classes in which mail pieccs also bear 

pcrmits (e.g., First-class presort mail, Periodicals, Standard Mail. ctc.). 

Please explain, on fairness and equity grounds, why the Commission 

RESPONSE 

I have proposed deaveraging Single-Piece First-Class Mail rates IO reflect the cost diffcrcnces in 

postage evidencing costs. In principle, I would be in favor ol'cxtcnding the discount IO any class 

or subclass where rates could be meaningfully deavcraged to rcflcct differences in postage 

evidencing costs. Priority mail appears to be the only other subclass whcrc dcavcraging tvould 

produce meaningful discounts and I would urge that thc discounts I have recommendcd 

eventually be extended to Priority Mail. In First-class Presort mail, almost all the volumcs are 

meter or permit imprint, in Periodicals almost all the volumrs are permit, and in Standard Mail 

and Package Services almost all the volumes are permit and meter. Thus, a dcavcraging would 

not result in a significant cost savings for those who used the lcss expensive postage evidencing 

method. Generally speaking, I think deaveraging to allow the Postal Service to better align its 

prices with its costs comports with the notions of fairness and equity. 

3 
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USPS/PB-T3-14 

window stamp distribution channels currently available to the general public. Despite that fact, 

84 percent of the general public purchases stamps through window transactions. At PB-T-3, 

page 6, at lines 6-7 you state, “lines will continue to be longcr than ncccssary.” At PB-T-3, page 

6, lines 14-14, you state that “these discounts [that you pro?ose] would be available to mailcrs of 

small volumes of mail so long as the postage evidencing did not take the form of stamps 

purchased at USPS windows.” On page 8, line I 3  you propose a discount of 0.1 cent. 

Table 1 of your testimony (PB-T-3) shows that there are several non- 

a. 

b. 

C. 

d. 

On page 7, lines I to 2 you indicate that you proposed discount could be ex-tcndcd 

to some non-window retail stamp transactions in the future beyond the test year. 

Please confirm that in the instant proceeding. your proposal only applies to rhc 

following postage evidencing methods in the test year: PC Postage, permits. and 

postage meters. If not confirmed, please explain. 

Please explain how the extension of your proposed discount to mail picccs 

bearing PC Postage, permits, or meter strips would reduce lines in retail lobbies 

during the test year. 

Please confirm that, if your proposed discount w r e  approved and extended to 

some non-window stamp distribution channel purchases in the test year, the 

savings for a book of 20 stamps would be 2 cents (0.1 cents/stamp x 20 stamps). 

If not confirmed, please explain. 

If your discount proposal were extended to stamp book purchases made through 

alternative retail distribution channels in the test year, what percentage oftest year 

postal retail window stamp book purchase tramactions do you estimate would 

4 



10109 

shift to those alternate channels as a result of a 2-cent per book discount. Please 

explain your answer. 

RESPONSE 

Please note that at PB-T-3, page 6, at lines 6-7, I statc. "lines will likely continue to be longcr 

than nccessary" Also note that the words you cite as bcing on page 6, lines 14-14, arc actually 

on lines 14-16. 

a. I strongly endorse the concept of extending my proposcd discounts to all forms of 

postage evidencing for Single-Piece First Class mail but the PostalScrvicc was 

unable to provide the data to allow me to do sc. I havc proposed a discount 

applying only to PC Postage, permits, and postage meters - whcrc 1 am ccnain 

that my proposed discount is less than avoided costs. I havc funher rccomnicndcd 

that the Commission direct the Postal Service to develop the cost data necessary 

to allow the broader deaveraging. 

My testimony does not say that the discount I recommend would reduce lines in 

the Test Year. It does say that a fully implemepted proposal would. 

b. 

C. Confirmed. 

d. I do not have an estimate. 

5 
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0 USPS/PB-T3-15 Have you or anyone else associatsd wirli or on behalf of Pitney B o w s  or 

PSI conducted any market research studies related IO rhc discount proposal in PB-T-3 or any 

other similar indicia-based postal rate discount proposal since Docker No. R2000-I? If so, please 

provide copies of all documentation related to thosc stud~cs. 

RESPONSE 

No. 

6 
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USPS/PB-T3-16 

be less than $19 million. 

On page 8, line I8 of PB-T-3, you indica~c tha t  the revenue leakage would 

a. 

b. 

C. 

d. 

Please provide the detailed basis for that cslimalc, including the test year volumes 

for the various mail types to which the discouii~ would be extended. 

In PB-T-3, on page 4, lines 1-2, you ~ t c ‘  thal “thc unit attributable cost will likcly 

approach 2 cents.” In your PB-T-2 lustimony o n  page 4, lines 8 lo I O  you statc. 

“The Efficient Component Pricing Kulc IS thc principle that states thc discounts 

mailers receive for performing this work  should be set at a level equal to tho per 

unit avoided cost of the Postal Service.” Plcasc cxplain why the ECPR should not 

be applied to your proposed postage cvidcncing discount. 

Please recalculate the leakage from pan (a)  if the proposed discount w r c  2 ccnts. 

rather than 0.1 cents. 

Please recalculate the leakage from both pans (a) and (c) if the discount wcrc to 

be extended to all mail pieces bearing permits, regardless of class. 

RESPONSE 

a. 2005 Quarterly Reports Table 3-1 aggregated across quarters show 16,785,771 

(000) Single-Piece First Class Letters, Flats, and Parcels with a meter indicia in 

FY 2005 and 2,062,610 (000) of these pieces with a permit indicia. The Postal 

Service did not provide data for PC Postage in the base year. See PB/USPS-T32- 

13 (redirected to USPS). Because First-class Single Piece volumes have been 

declining and are expected to continue to do so, I assume that the usage of these 

indicia will not increase between the Base Year and the Test Year. Therefore, 

7 
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with under 19 billion pieces and a . I  cent unit leakage, total leakage would be lcss 

than $19 million. 

I fully endorse applying the efficient component pricing rule to this discount. A s  

I explained in my testimony, the Postal Stnice did not provide the data to a l l o ~  

me to do so. In the absence of complctc data and not wanting to let the perfect bc. 

the enemy of the good, I have proposed discounts whcre I can be surc that thc 

discount is less than the cost avoidcd. 

Under a full design, there would be no leakage. I would set rates to recover the 

entire revenue currently collected. This would cntail a push up as well 3s n 

discount. 

Please see my response to USPS/PB-T3-13. I would not propose to give it 

discount to all permit pieces. One could calculate a lower bound cstimute u l t h c  

revenue loss from such an ill-advised 2 cent tiiscount applying to all pcrmil p~ccos 

by assuming that permit pieces in the Test Year wmld be the same as those in the 

Base Year, finding the permit pieces from the Quarterly Reports and multiplying 

that number by 2 cents per piece. This would provide a lower bound estimate 

since it is likely that mail pieces would switch to permit mail in response to a 2 

cent discount. 

b. 

c. 

d. 

8 
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USPS/PB-T3-17 Assuming approval of your PB-T-3 proposal, please confirm that mailers 

currently using PC Postage, postage meters, and permit indicia would be extended the proposed 

discount without being required to change their behavior in any way that would generate cost 

savings to the Postal Service. If not confirmed, please explain. 

RESPONSE 

In my proposal, just as in any new worksharing or dcavcraging proposal, early adoptcrs would bc 

rewarded. In the long term and under the fully deaveragcd proposal, changes in mailer bchavior 

would reduce costs for the Postal Service. 

9 
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USPS/PB-T3-18 

PC Postage mail pieces. 

In Docket No. R2000-1, E-Stamp and Stamps.com proposed discounts for 

a. Please confirm that in Docket No. R2000- I ,  the Commission recommended a 

shell classification in response to thcsc PC Posrigc discount proposals, which was 

subsequently rejected by the USPS Govumors. If not confirmed, please cxplain. 

Please confirm that the cost basis for thcsc proposed discounts was rclatcd to the 

presence of a barcode on the PC Postage mail pieces. If not confirmed, plcasc 

explain. 

Please confirm that your Docker No. R2006-1 PC Postage discount includes no 

mail processing savings estimate associatcd with thc presence of a barcodc. I l n o t  

confirmed, please explain. 

b. 

c. 

RESPONSE 

a. Confirmed. 

b. Partially confirmed. I believe that improved adLresses also provided a basis for 

the discounts. 

Although the expaded retail access discount that I proposed is broader than just 

PC Postage, I did not include mail processing cost savings associated with the 

presence of a bar code in my estimate of the cost savings, it is a good idea. 

c. 

10 

http://Stamps.com
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USPS/PB-T3-19 

proposed discount would apply to all shapes of single-piece First-class Mail. 

Please refer to your response to USPS/PB-T3-4, where you state that your 

a. Please confirm that your proposed discount applies only to the first ounce. If you 

cannot confirm, please explain. 

Please confirm that, under the Postal Service's proposed rates in this docket. and 

with your proposed postage evidcncing discounts, the following values would be 

shown as postage paid on the face of  cach piccc. If you cannot confirm, plcasc 

explain fully: 

( I )  

(2) 

(3) 

b. 

41.9 cents for a one-ounce letter; 

61.9 cents for a one-ounce flat; 

99.9 cents for a one-ounce parcel. 

RESPONSE 

a. Confirm that the discount as proposed applies only to the first ounce. Given that 

there are a substantial number of extra ounces in Single-Piece First-Class Mail, 

after mailers and the Postal Service have experience with the discounts, it would 

be worth considering expanding them to the additional ounces. 

b. Confirmed. 

2 
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USPSIPB-T3-20 

you did not research the cost to customers under your proposal. That inrcrrogatory also asked, in 

part, to estimate “any recurring annual costs or fees paid to Pitncy Bowcs associated with the 

customer’s use” of a Pitney Bowes postage mctcr or P(’ Postage dcvicc. Ilowever, your 

response did not address the estimated costs or fees that \vould he paid from Pitney Bowcs’ 

perspective. If you cannot answer any of the fallorring >ubparts. please redirect them to Pitncy 

Bowes for an institutional response. 

Please refer to your response to USPSiPB-T3-8(c), where you stated that 

a. 

b. 

C. 

d. 

e. 

In your view, would your proposed postage cvidcncing discount affect customers’ 

decisions to purchase or lease postagc inctcrs or PC Postage devices‘? Please 

explain fully. 

Have you, or Pitney Bowes, estimated how lhc proposcd discount would 

quantitatively affect customers’ purchases or leases of postage meters or I T  

Postage devices? If so, please provide the estimates and the data that thc 

estimates are based on. 

Please provide (or estimate, if accurate figures are unavailable) Pitney Bowes’ 

share of the postage meter and PC Pcstage device markets. 

Please estimate the projected increase in revenue to Pitney Bowes based on your 

proposed 0.1 cent postage evidencing discount. 

Please estimate the projected increase in revenue to Pitney Bowes based on a 

postage evidencing discount of: 

(1) 

(2) 2.0 cents; 

(3) 3.0 cents; 

1 .O cents (as proposed by Pitney Bowes’ in Docket No. R2000-1); 

’ - See DocketNo. R2000-1, Tr. 26/29/13893 at 9-10, 

3 
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(4) 4.0 cents (as proposed by E-Stamp and Stamps.com’ in Docket No, 

R2000- I ) .  

RESPONSE 

a. 

b. No. 

c.-e. 

Yes. Pricing incentives would likely drive demand for these products. 

Pitney Bowes has filed an objection l o  USI’S l‘B-T3-20(c)-(c) under scpararc 

cover. 

* See Docket No. R2000-1, Tr. 29/13651 at 3-7; Docket No. R2000-1, TI. 23110482 at 5-9. 0 -  
4 
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USPS/PB-T3-21 Please refer to your response to USPS/PB-T3-14. In rcsponsc to subpan 

(b), you state, “My testimony does not say that the discount I rccoinincnd would rcducc lincs in 

the Test Year. It does say that a fully implemented proposal wodd.” 

a. 

b. 

C. 

Have you, or anyone else associated with or oii bchalf of Pitncy Bowes or PSI. 

studied or othenvise considered how the discount proposal in your testimony. if 

approved by the Commission and thc Govcrnors, would bc fully iinplcmcn[cd by 

the Postal Service, including any cost or rcvcnuc effects rclatcd to that 

implementation? Please discuss fully, and provide a copy of any such study. 

Please confirm that the Postal Service would incur additional costs associated 

with fully implcmenting your proposal through the following activitics: 

(i) 

(ii) 

educating postal workcrs on the new discounts: 

training postal workcrs on how to idcmify and trmt any  shon 

paid mail arising from the new discounts; 

educating the public on the new discounts. (iii) 

If you cannot confirm, please explain. 

In your view, would the Postal Service incur adLitional window costs associated 

with explaining the new discounts to customer?, m d  thus potentially add to the 

time spent at the window? Please explain fully. 
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RESPONSE 

a. I have considered how my proposed discount would be implementcd. I expect 

that large portions of the implementation of an cxpandcd retail access discount 

could be piggybacked on the implementation ol thc Forcvcr Stamp, for which 1 

assume the Postal Service has developcd implcmcntation plans. 

As with any new program or discount, the Postal Service would likely incur 

implementation costs. 

I don’t know. Most shmps are purchascd at windows, but this is a discount thak 

in its first stage does not apply to stamps. 

b. 

c. 

3 
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USPS/PB-T3-22 

(a), you report that the FY 2005 volume for Single-Piece First Class Letters, Flats, and Parcels 

with permit indicia was 2,062,610 (000). You indicated that the cstimated revenue leakage from 

your proposal is based, in part, upon this volume. 

Please refer to your response to USPS/PB-T3-I 6.  In response to subpart 

a. Plcase provide your best estimate of the amrant of Business Reply Mail (BRM) 

that is contained within the cited FY 200s pcnnit mail volume. 

Please confirm that your proposed discount for permit mail would also apply to 

BRM. If you cannot confirm, please explain. 

b. 

RESPONSE 

a. USPS-LR-L-129, WP-FCM-loa shows 346,973,000 pieces of Qualilicd Busincss 

Reply Mail in the Base Year. It  would seem that virtually all of the QRRM mail 

should be permit given that the business would incur costs if this mail wcre 

metered or stamped even if the piece were nat rerurned. 

b. Confirmed. 

4 
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USPS/PB-T3-23 

proposal as it applies to single-piece First-class Mail with permit indicia. 

Please refer to USPS/PB-T3-13 and 16, where you were asked about your 

a. Please confirm that, as a general rule, permit imprint mailings must contain at 

least 200 pieces or 50 pounds. 

cannot confirm, please explain. 

Please explain fully how single-piecc Firs[-Class Mail with permit indicia avoids 

window service costs. 

In your view, are the window scrvicc costs avoided by permit mail o t k t  at all by 

additional costs thatmay be incurred when the permit mail i s  formally acceptud 

(for example, checking the weight and total picce count against the postage 

statement)? If so, please explain fully how this is taken into account in your 

proposal. Ifyou or anyone else associated with; or on behalf of, Pitney Bowcs o r  

PSI have studied these cost differences, please provide copies ofany such studics 

In your view, how likely would it be that mailers (who do not already have a 

permit) would obtain a permit in order to take advantage of your proposed 0. I 

cent per-piece discount? Please explain fully. If j ou  or anyone else associated 

with, or on behalf of, Pitney Bowes or PSI have studied andor quantified this 

incentive, please provide copies of any such studies. 

DMM $ 8  134.2.2 and 604.5.1.2. If  you 

b. 

c. 

d. 

RESPONSE 

a. Confirmed. 

5 
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b. As I discuss in my testimony, Single-Piece First-class Mail with permit indicia 

avoids window service costs becausc the postagc evidencing is not sold at the 

window. 

Permit mail does incur acceptance coxts kfy discount applies only to the selling 

of postage evidencing and not to thc ti1311 proccssing or delivery components. so 

my proposal does not take these cost dttlcrcncc into account. Of course i t  would 

be possible to further deaveragc Singlc-I’iccc First-class Mail across a broadcr set 

of activities likecollection, mail proccssing. transportation, and delivery costs in 

addition to shape and weight, both olwhich are considered in the Postal Service’s 

proposed rates. 

Given the modest size of thc discount. thcrc would likely be only 3 m a l l  

incentive to obtain a permit in order tu lake hdvantage of i t .  

e. 

d. 

6 
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CHAIRMAN OMAS: Is there any additional 

written cross-examination for WiLness Euc? 

(No response.) 

CHAIRMAN OMAS: There being none, this 

brings us to oral cross-examination. 

One participant has requested oral cross- 

examination, the United States Postal Service. Ms. 

Reed, you may begin. 

MS. REED: Elizabeth Reed f o r  the Postal 

Service. 

CROSS-EXAMINATION 

BY MS. REED: 

Q Good morning, Mr. Buc. 

A Good morning, Ms. Reed. 

Q Please turn to Postal service Interrogatory 

21(a). You were asked there how your proposal would 

be implemented by the Postal Service, and you stated 

in response generally that you considered how the 

discount would be implemented. 

A I’m a little slow here. One second, please 

(Pause. ) 

A Yes. 

Q Now, presumably part of that implementation 

would include dealing with short paid mail. Isn’t 

that correct? 

Heritage Reporting Corporation 
(202)  628-4888 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

13 

1 4  

15 

16 

1 7  

1 8  

1 9  

2 0  

2 1  

22 

23 

24 

25 

10124 

A Yes. 

Q Does your estimate of the revenue leakage to 

the Postal Service based on your proposal account for 

the existence of short paid mail or the potential for 

short paid mail? 

A No, it doesn't. 

Q Now, if there is the potential for short 

paid mail wouldn't the Postal Serrice also incur some 

additional revenue protection costs? 

A They would probably incur some small revenue 

protection costs. 

Q Are these additional costs accounted for i n  

your testimony? Here I ' m  looking at page 6, lines 18 

through 19, where you say that, "Total Postal Service 

costs would decline perhaps by tens of millions of 

dollars. I' 

A Yes. I think they would still be 

incorporated in that statement. 

Q Have you studied the relationship between 

the expected amount of short paid mail and the 

corresponding revenue protection costs in support of 

your proposal? 

A I thought about them briefly. I can't say 

that I've made a study of them. 

Q Okay. Do you care to share your thoughts on 

Heritage Reporting Corporation 
( 2 0 2 )  628- 4888 
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the relationship? 

A Yes. Clearly there are going to be some 

revenue protection costs. Clearly the Postal Service 

incurs some of them. Some might be incremental or 

marginal to this proposal. Some might not be, but it 

can't be that these are going to be a huge amount. 

Given the size of the discount that we've 

proposed this time through, certainly there's not 

going to be anything that really gets in the way. 

Ultimately the full proposal is chat the Postal 

Service should figure out what the total margin costs 

are selling postage in different channels, and the 

discounts should reflect that. 

I'm perfectly comfortable with a fully 

implemented proposal where we actually do account for 

that in what the discounts look like. I think that's 

exactly the way you would want to go. 

Q Could you also turn ta subpart (b) of that 

same interrogatory, No. 21? 

A Yes. 

Q You were asked there about three specific 

activities that would result in implementation costs 

that the Postal Service would incur based on your 

proposal. 

A Yes. 

Heritage Reporting Corporation 
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Q You agreed in your response that the Postal 

Service would incur some implementation costs, but 

your response didn't specifically address those three 

items. Would those implementation costs arise from 

educating Postal workers on the new discounts? 

A Yes. Clearly when I wrote this, when I 

think about this, I'm actually thinking that the 

Forever Stamp will be adopted, and I just view this as 

kind of building on what the Postal Service is already 

going to do and the education that they'll need to do 

for the Forever Stamp. 

Now, I guess if the ?orever Stamp were not 

adopted and this were then this would bear the burden 

that previously might have beer. associated with the 

Forever Stamp. 

Q But presumably those are additional 

implementation costs to whatever will be done with the 

Forever Stamp? 

A Yes, but you would think that they might be 

small given that you're already you would think going 

to be doing the Forever Stamp, and I just view this as 

a small add-on to an effort that's already ongoing. 

Yes. 

Q Would those costs also arise from training 

the Postal workers on how to identify and treat short 

Heritage Reporting Corporation 
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paid mail? 

A Yes. 

Q And also educating the public on the new 

discount? 

A To the extent that they're attributable or 

the extent that they're incremental, yes. I want to 

make sure that this passes all the incremental tests. 

Again, in a fully implemented proposal you 

would want to figure out what the total cost is of 

selling postage in different channels, and you would 

want to set the discounts based on that. 

If this turns out to be incredibly, 

incredibly expensive through sone channels, I guess 

you wouldn't give discounts. 

in ECPR for discounts. 

I'm a very big believer 

Q Wouldn't this process of educating the 

public on the new discounts often occur at the retail 

window, which would potentially add to the time spent 

at the window? 

A I don't know. 

Q I ' m  sort of thinking of the scenario where 

customers would ask about the new discount when 

they're buying stamps or they'll ask at the retail 

window about how to apply the discount to their meter 

or permit that they already have, or if they're given 

Heritage Reporting Corporation 
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an incentive to obtain a meter or permit they would 

ask how they would go about doing that. 

A Some of it will obviously be incurred at the 

window. Again, I don't know how much in a fully 

implemented proposal. You would like to know that. 

If it's an attributable cost. you'd like to account for 

it. 

Q Could you also turn to your testimony at 

page 6, lines 13 through 16? 

A Yes. 

Q I'm looking at where you state, "Unlike 

other worksharing discounts that require substantial 

volumes of mail - -  for example, 5 0 0  pieces, 20 pounds, 

et cetera - -  these discounts would be available to 

mailers of small volumes of mail.'' 

Could you also look at your response to the 

Postal Service Interrogatsry NG.  23, subparts (a) and 

(b) ? 

A I've got them. 

Q Now, is it your testimony that 200 pieces or 

50 pounds of mail which is required for single piece 

first class permit mailings is small? 

A No. 

Q So isn't it true that single piece permit 

mail must also be formally accepted, which includes 

Heritage Reporting Corporation 
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verifying that there is a postage statement that the 

mail meets this 200 piece or 50 pound requirement, 

obtaining a single piece weight, the total weight, 

total piece count and then matching that to the 

postage statement? 

A Yes. 

Q Isn't it also true that a clerk must ensure 

that the mailer has a valid permit account and has 

sufficient funds in their permit account? 

A All that's correct. 

Q Now, don't these activities at least in 

smaller post offices often occur at the retail window? 

A They might, sure. 

Q Okay. Well, if they do occur at the retail 

window, how exactly does the pennit imprint discount 

assist the Postal Service in realizing its goal of 

moving expensive transactions a~way from the retail 

window, as you state in your testimony? 

A Well, if we have a certain number of pieces 

and we know that it costs 1.6 cents to sell a stamp in 

the base year, close to two cents in the test year, I 

would bet that you can accept a mailing for less than 

two cents apiece through a window, even if it's 

permit. 

Q Please also turn to your response to subpart 

Heritage Reporting Corporation 
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(d) of Postal Service Interrogatory 23. 

A Got it. 

Q There you state there would only be a small 

incentive to obtain a permit in order to take 

advantage of your proposed discount. Do you see that 

response there? 

A Yes. 

Q would that also be true for obtaining a 

postage meter? 

A I would suspect that that's true. Remember, 

the discount that I've proposed this time around is a 

tenth of a cent. 

Q Right. 

A A tenth of a cent you w3uld think would not 

be a huge incentive. 

Q So it would also be a very small incentive 

for the PC postage device as welL? 

A You would think that that's also the case. 

Q so doesn't your proposal only really benefit 

mailers who already have a permit, a meter or PC 

postage device because they aren't really required to 

change their behavior at all? 

A Well, I would have liked to have proposed - -  
I would love to propose - -  a full discount, including 

selling stamps. I asked the Postal Service what it 

Heritage Reporting Corporation 
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cost to sell a stamp through various channels. The 

Postal Service was unable to provide that information. 

This thing should apply. This should be a 

universal discount applying to all forms of postage 

evidencing. The only place I could start was with 

meters, permit and PC postage, and, as I say in my 

testimony, rather than let the perfect be the enemy of 

the good I thought it was important to start to get 

going. 

Ultimately this thing will have its biggest 

benefit for small mailers who use stamps. I think we 

ought to get there as fast as we can. 

Q So under your current proposal roughly how 

many pieces would a mailer have to mail in order to 

recover the cost of obtaining a permit? 

I did some research on the Postal Service 

website and saw that there’s a $160 annual mailing fee 

for permitted mail, so wouldn’t - -  

A We could divide $160 by .1 and get a number. 

Q If my math is correct, I think that would be 

160,000 pieces of mail to recover the cost. 

A I guess we’re not going to have very many 

people switch to permits for this discount. 

Q And if a PC postage device costs roughly 

$100, that would be 100,000 pieces of mail? 

Heritage Reporting Corporation 
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A Fine. 

Q And the same with a meter that costs $ l o o ?  

A I think we lease meters rather than buy 

them. 

Q Okay. But it would still cake 100,000 

pieces of mail to recover that cost, so wouldn't it be 

reasonable to assume that certain individuals and 

small businesses would take advantage of your proposed 

discount because they tend to mail relatively large 

quantities of first class mail, but for whatever 

reason they choose not to presort? 

A Again, I feel myself kind of trapped because 

I've proposed something much smaller than I would have 

liked to have proposed because the Postal Service 

couldn't provide the data, an< now you're pointing out 

that the proposal that we have been able to make has 

some disadvantages in that you need to be slightly 

bigger to take advantage of it. 

We should do this thing full up, but let's 

get started. 

MS. REED: Thanks. That's all I have. 

THE WITNESS: Thank you. 

CHAIRMAN OMAS: Thank you, Ms. Reed. 

Are there any other participants who wish to 

cross-examine Witness Buc? 

Heritage Reporting Corporation 
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(No response. ) 

CHAIRMAN OMAS: Are there any questions from 

the bench? Yes? Go ahead, Commissioner Goldway. 

COMMISSIONER GOLDWAY: Since you are anxious 

to have this project benefit individual mailers most, 

could you have thought of an option that would 

directly help individuals who buy postage at the U.S.  

post office windows to begin with rather than starting 

with people who use a meter, and have you thought of 

what kind of benefit they might get? 

THE WITNESS: Commissioner Goldway, again 

the problem was that although I think it's less 

expensive to sell stamps in some alternative channels, 

I just didn' t have data. 

Clearly there's some msts that are incurred 

with stamps that may not be incurred with meters or 

with PC postage. I wanted to make sure that I wasn't 

giving away more than what the discount - -  more than 

what the cost savings was. 

You know, if we knew, for instance, that you 

could save three-tenths of a cent by buying a stamp 

through an APC when you consider all the costs that go 

with an APC, I think that would be a great place to 

90. 

If we knew that stamps by mail were less 

Heritage Reporting Corporation 
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expensive for the Postal Service than stamps over the 

window, I think that would be a great place to go. If 

we knew that consignment stamps were less expensive, I 

thought that would be a great place to go. 

We asked the Service questions about those 

because we wanted to propose some of those. They just 

say that they don't have data on what it costs them to 

sell the 24 billion stamps that they sell and so I 

didn't want to propose something where somebody would 

come back and say you're giving away more than the 

cost savings and so I was kind of saying well, then 

let's get started with this. 

I would hope that it xould be approved, that 

the Commission would then say tc the Postal Service 

you really ought to think about. t.his. We really ought 

to deaverage. We ought to have a universal workshared 

discount for small mailers. I ,ust wasn't in a 

position to do that originally. 

COMMISSIONER GOLDWAY: Thank you. 

CHAIRMAN OMAS: Is there anyone else? 

(No response.) 

CHAIRMAN OMAS: Mr. Scanlon, would you like 

some time with your witness? 

MR. SCANLON: Y e s ,  Mr. Chairman. Five 

minutes, please. 

Heritage Reporting corporation 
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CHAIRMAN OMAS: Very good. 

(Whereupon, a short rezess was taken.) 

CHAIRMAN OMAS: Mr. Scanlon? 

MR. SCANLON: Thank you, Mr. Chairman. A 

brief redirect. 

REDIRECT EXAMINATION 

BY MR. SCANLON: 

Q Mr. Buc. in your colloquy with Ms. Reed 

earlier you discussed the fact that you were not able 

to develop a fully implemented proposal. Why is that? 

A Well, again the Postal Service apparently 

does not collect data on what it costs them to sell 

stamps in alternative channels. 

You would need that information if you 

wanted to do this with efficient component pricing, 

which would be the right way LO do this. 

Q And what were the alternative channels that 

you were looking at that would be part of a fully 

developed proposal? 

A We looked at consignment. We looked at 

APCs. We looked at vending machines, which I 

understand are being phased out. We looked at every 

way that the Postal Service sells stamps and asked for 

information on what it cost to sell a stamp in that 

channel. 
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Q And if you were able to develop a fully 

implemented proposal, who would benefit and how would 

it work? 

A Well, small mailers would benefit. It would 

be the first universal worksharing discount. The 

Postal Service itself would benefit by reducing their 

costs and moving some of those transactions away from 

windows. 

In the long run, when they start deaveraging 

they wind up with a much more loris-run, viable Postal 

Service. That's to the benefit of them and the entire 

mailing community. 

MR. SCANLON: Nothirig further, Mr. Chairman. 

CHAIRMAN OMAS: Is there anyone else? Ms. 

Reed7 

MS. REED: I have one follow-up question. 

RE-CROSS-EXAMINATION 

BY MS. REED: 

Q With your fully implemented proposal, and 

there are all these additional discounts, wouldn't 

that essentially increase the relative cost of stamps 

that are purchased at the retail window, essentially 

punishing individual consumers who choose to purchase 

their stamps at the window? 

A I don't think I would characterize that as 

Heritage Reporting Corporation 
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punishing individual consumers who choose to buy. 

Economists love to talk about restaurant 

examples with steak and hamburgers. If you have the 

restaurant where you sell the steak and hamburgers for 

the same price, you sell a whole lot more steaks. 

If in fact they decide that they're going to 

deaverage do the people now who buy steaks and have 

the privilege of paying for the costs that they impose 

on the system, are they now being unfairly 

disadvantaged? No. They're paying for the costs that 

they impose on the system. 

There would be a push up - -  that's exactly 

correct - -  but anybody could avoid that push up by 

going to buy stamps in a different place, so I don't 

view that as unfair, inequitatle and they're being 

punished. 

It's a natural consequence of any 

deaveraging to get more efficiency into a system, and 

people do have alternatives. I now actually know how 

to check in at the airport in that little line, and I 

know how to buy my tickets on-line. 

learned that. 

I actually 

MS. REED: Thank you. That's all I have. 

CHAIRMAN OMAS: Thank you, Ms. Reed. 

Is there anyone else who would like to 
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re-cross? 

COMMISSIONER GOLDWAY: May I have a moment? 

CHAIRMAN OMAS: Yes. Commissioner Goldway? 

COMMISSIONER GOLDWAY: I don't know how much 

any of our comments about Postal operations ever get 

back to the people who actually operate the Postal 

Service here on the pricing rate category issue, but 

my question to Mr. Buc was really to lead him in the 

direction of thinking of what one could do for 

customers who actually use the Postal Service post 

offices rather than people with neters. 

The most obvious thing to me would be to 

just give a discount for people who buy 100 stamps or 

more because you're saving money that way, and in fact 

you would encourage people to use the post offices and 

benefit the consumers who use the already existing 

institutions that we want to maintain. 

That was my purpose in joining in this 

conversation, and I would hope that Mr. BUC in future 

contemplations about this issue thinks of those people 

as well. 

THE WITNESS: And could we do even better 

and give a further discount if they were sold through 

the APC? 

COMMISSIONER GOLDWAY: I'll think about it. 
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You'll think about it. They'll think about it. Thank 

you. 

CHAIRMAN OMAS: Are there any other 

questions for Mr. Buc? 

(No response. ) 

CHAIRMAN OMAS: Well, Mr. BUC, that 

completes your testimony here today again. We 

appreciate your appearance and your contribution to 

our record. Again, thank you, and you are now 

excused. 

THE WITNESS: Thank you. 

(Witness excused.) 

CHAIRMAN OMAS: Mr. L?vy, would you please 

call our next witness? 

Mr. Levy, would you introduce your witness, 

please? 

MR. LEVY: Thank you, Mr. Chairman. The 

next witness is - -  

CHAIRMAN OMAS: Your mic? 

MR. LEVY: The Magazire Publishers of 

America and the Alliance of Nonprofit Mailers call 

Rita Cohen, MPA/ANM-T-1. 

CHAIRMAN OMAS: Ms. Cohen, would you please 

stand? 

/ /  
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Whereupon, 

RITA COHEN 

having been duly sworn, was called as a 

witness and was examined and testified as follows: 

CHAIRMAN OMAS: Please be seated. 

Mr. Levy, you may proceed. 

DIRECT EXAMINATION 

(The document referred to was 

marked for identificatlon as 

Exhibit No. MPA/ANM-T-1.) 

BY MR. LEVY: 

Q Ms. Cohen, do you have before you two copies 

of a document marked MPA/ANM-T-I? 

A Yes, I do. 

Q And that is your testimony in thls 

proceeding? 

A Yes, it is. 

Q Was that prepared by you or under your 

supervision? 

A It was. 

Q Do you have any changes to make to the 

version that was filed on September 6? 

A Yes. We made a few typo corrections 

yesterday I think. 

Q And do you want to for the record state what 

Heritage Reporting corporation 
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they were? 

A Yes. We took out an extraneous "the" on 

page 10 on line 14. 

Q Line 14? 

A Yes. We corrected the spelling of 

Bolingbrook, Illinois. 

Q On page 12, line 20? 

A Yes. And we added the word "the" in the 

title of Section 21(a), the Section (a) heading. 

Q Page 21, line l? 

A Yes. 

Q And with those changes, do you have any 

further changes to make? 

A No. 

Q And you adopt the changed document as your 

testimony? 

A Yes, I do. 

MR. LEVY: Mr. Chairman, the corrected 

version was filed electronically with the Commission 

last night for posting this morning, and a notice of 

errata was also filed at the same time. The corrected 

version is what will be handed to the reporter. 

CHAIRMAN OMAS: Do you move it into 

evidence? 

MR. LEVY: With that, Mr. Chairman, I move 

Heritage Reporting Corporation 
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it into evidence. 

CHAIRMAN OMAS: Thank you, Mr. Levy. 

Is there any objection? 

(No response. ) 

CHAIRMAN OMAS: Hearing none, I will direct 

counsel to provide the repor:er with two copies of the 

corrected direct testimony of Rita Cohen. 

That testimony is recei-led into evidence. 

However, as is our practice, it will not be 

transcribed. 

(The document referred to, 

previously identified as 

Exhibit No. MPAIANM-T-1, was 

receivec? in evidence. ) 

CHAIRMAN OMAS: MS. Cohen, have you had an 

opportunity to examine the packec of designated 

written cross-examination that wcls made available to 

you this morning? 

THE WITNESS: Yes, I have. 

CHAIRMAN OMAS: If the questions contained 

in that packet were posed to you orally today, would 

they be the same answers as those you provided 

previously? 

THE WITNESS: Yes. 

CHAIRMAN OMAS: Are there any corrections or 
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additions you would like to make to those answers? 

THE WITNESS: NO. 

CHAIRMAN OMAS: Counsel, would you please 

provide two copies of the corrected designated written 

cross-examination of Witness Cohen to the reporter? 

That material is received into evidence and 

is to be transcribed into the record. 

(The document referred to was 

marked for identification as 

Exhibit NO. MPA/ANM-T-1 and 

was received in evidence.) 

/ /  

/ /  

I /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  
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R2006-1 
RESPONSE OF MPA/ANM WITNESS COHEN 

(REDIRECTED FROM MPAlANM WITNESS GLICK) 
TO ABM/MPA/ANM-T2-18 

ABM/MPA/ANM-T2-18. In response to ABM/MPAIANM-TZ-Z(c), you state that 
the Postal Service should provide rate 'incentives" to co-palletize or co-mail even 
to those who already engage in these practices. In response to ABMIMPNANM- 
TZ-Z(b), you define an "incentive" as something that incites or tends to incite to 
action or greater effort, as a reward for increased productivity, or as a positive 
motivational influence. 

(a) Assume that a mailer now palletizes 100%. or as close to 100% as 
physically possible, of its pieces. If there is a new "incentive" to palletize under 
consideration, what action or greater effort, what greater productivity or what 
motivation could that "incentive" incite or have with respect to this mailer? 

(b) Assume that a mailer now co-palletizes andlor co-mails 100%. or as 
close to 100% as physically possible, of its piecos. If there is a new "incentive" to 
put mail on pallets, rather than in sacks, under consideration. what action or 
greater effort. what greater productivity or what motivation could that "incentive" 
incite or have with respect to this mailer? 

(c) Is it important to your or MPNANM's position in this case that the rate 
proposal by MPA be considered to be an "incentive" to those mailers already 
performing the worksharing activity that the proposal seeks to promote, or is it 
sufficient that it be viewed as an appropriate rate design to reward mailers for the 
worksharing activities they already perform? Expkin. 

RESPONSE 

I assume that, consistent with the dictionary definition quoted by 

MPNANM witness Glick, there is a comma in the second sentence of your 

question before the phrase "as a reward for increased productivity" in your 

interrogatory. 

(a)-(b) For mailers that are now palletizing or co-palletizing 100% of their 

mailings, a "new" palletization incentive would most likely serve as a reward for 

increased productivity, i.e., their current preparation of lower-cost mail. 
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FUOO6-1 
RESPONSE OF MPAIANM WITNESS COHEN 

(REDIRECTED FROM MPAlANM WITNESS GLICK) 
TO ABMIMPNANM-TZ-18 

Moreover, since there aren't any inherent physical barriers to palletization or co- 

palletization, I would assume such a "new" palletization incentive could incent 

mailers with less than 100% palletization to try to reach 100%. Further, the "new" 

incentive could even affect the behavior of mailers that already co-mail or co- 

palletize 100% of their mail. If. for example, the cost of co-palletization were to 

increase, the greater incentives provided by our proposed rate design could 

prevent or minimize a reversion to "solo" preparation. 

(c) Neither. The MPNANM proposal should be viewed as what it is - 

an appropriate rate design that serves to create incentives for mailers to engage 

in worksharing that reduces the combined costs of mailers and the Postal 

Service, and would not occur without the incentives. Unless the volume of 

periodicals that are co-mailed and co-palletized were completely insensitive to 

the level of the discounts offered, the MPA'ANN proposal will induce additional 

co-mailing and co-palletizing, which will increase efficiency. Increased efficiency 

is important to MPA and ANM. 

Compared to the Postal Service proposal, the MPNANM proposal also 

results in lower rates for many mailers that already perform worksharing activities 

and better aligns rates with costs. These outcomes seem reasonable to me as 

well. 
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R2006-I 
RESPONSE OF MPAIANM WITNESS COHEN 

(REDIRECTED FROM MPAIANM WITNESS GLICK) 
TO ABMIMPA/ANM-T2-19 

ABMIMPAIANM-TZ-19. In response lo ABM/MPNANM-T2-2(c), you state that 
not all mail that can be co-mailed or co-pallelized is at the margin and that, for 
some mail, “even deeper discounts will be too small to compensate for the 
additional costs to the mailer.” 

(a) Do you agree that there are some types of Periodicals mail that 
cannot now be co-mailed or co-palletized irrespective of any reasonable cost- 
based rate incentive that might be adopted (assuming that the mailer is unwilling 
to alter the basic nature of the publication)? 

(b) If your answer to part (a) is in the affirmative, please explain your 
understanding of the types of Periodicals that cannot be co-mailed or co- 
Dalletized. 

RESPONSE 

(a)-(b) I do not agree that there are some types of Periodicals mail that 

cannot be co-mailed or co-palletized irrespective of any reasonable cost-based 

rate incentive that might be adopted. As I described in my testimony, there are 

weekly publications that are being comailed today, even though there are more 

logistical impediments to co-mailing or co-palletization for this ”type” of periodical. 

A decision by a group of tabloid-shaped periodicals to co-mail or co-palletize 

would make these steps feasible even if these periodicals cannot participate in 

co-mail pools with smaller-format publications. I do agree that there may be 

periodical mailers who do not feel that they can be co-mailed or co-palletized 

today given their individual circumstances. 
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R2006-1 
RESPONSE OF MPAIANM WITNESS COHEN 

(REDIRECTED FROM MPAIANM WITNESS GLICK) 
TO ABMIMPAIANM-T2-20 

ABMIMPAIANM-T2-20. Assume that there is a weekly publication that in order 
to obtain the delivery time deemed essential by the publisher must be air 
freighted immediately after printing and then entered into the mail and that, to 
obtain that delivery and assure that its editorial content is as fresh as possible, 
must be printed as soon as possible after its editorial closing time. 

(a) Do you agree that it is possible that this Periodical cannot be co- 
mailed if it is to obtain the service deemed necessary? If not please explain. 

(b) Do you agree that it is possible that this Periodical cannot be co- 
palletized if it is to obtain the service deemed necessary? If not please explain. 

RESPONSE 

(a)-(b) The answers to your questions appear to follow tautologically from 

your assumptions: if a publisher deems its publication too time-sensitive for co- 

mailing or co-palletizing, then the publication is too time-sensitive for co-mailing 

or co-palletizing. I note, however, that even a highly time-sensitive periodical 

could be co-bound without losing its editorial freshness by coordinating its 

production and mailing schedule with another periodical. Whether it is possible 

for the weekly publication described to actually comail or copalletize will depend 

on its individual situation and the publisher's level of motivation. The deliberation 

would not be dissimilar to that which the publisher described in your question 

apparently undertook to determine that the significant expense of air freighting 

the publication was justified by the benefits. 
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R2006-1 
RESPONSE OF MPAlANM WITNESS COHEN 

(REDIRECTED FROM MPAlANM WITNESS GLICK) 
TO ABMlMPAlAN M-T2-21 

ABM/MPA/ANM-T2-21. Do you agree that co-mailing is generally not available 
for tabloid size publications? If not please explain. 

RESPONSE 

I agree that, at the current time, limits on trim size variations tend lo 

exclude tabloids from typical co-mail pools. I don’t agree, however, that co- 

mailing is not technically feasible for tabloid size publications. Larger postage 

discounts could make it easier to establish tabloid-only co-mail pools. Further, I 

believe tabloid publications can be co-bound with other tabloids in an in-line 

comail process. 
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R 2 0 0 6 - 1 
RESPONSE OF MPAIANM WITNESS COHEN 

(REDIRECTED FROM MPAIANM WITNESS GLICK) 
TO ABM/MPA/ANM-T2-22 

ABM/MPA/ANM-T2-22. Do you agree that co-palletizing generally causes a 
delay of at least hours and sometimes days in the printing plant between printing 
and leaving the plant? If not please explain. 

RESPONSE 

Not necessarily. If the publication is sent to a third party consolidator such 

as Fairrington for co-palletizing, then co-palletizing may not cause any delay 

before the publication leaves the printer. Perhaps. however, your question is 

really asking whether co-palletization adds time to the production process. then I 

agree that co-palletizing can cause a "delay" of hours or days in the overall 

production process, depending on individual circumstances. The time involved 

will depend on many factors, including volume levdls at the facility doing the co- 

palletizing and transportation distances. I do not believe, however, that co- 

palletization generally increases the time betweer printing and in-home delivery. 

Dropshipping of pallets will reduce delivery tiina compared to origin-entered 

sacks. In addition, I understand that existing co-palletization operations have 

achieved good consistency in delivery, an important consideration for periodicals. 
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R2006-I 
RESPONSE OF MPNANM WITNESS COHEN 

(REDIRECTED FROM MPAlANM WITNESS GLICK) 
TO AB MlMP AlAN M-T2-23 

ABMIMPA/ANM-T2-23. Do you agree that, in general, co-mailing requires more 
sophistication and more capital inveslment by the mailer than does co- 
palletization? If not please explain. 

RESPONSE 

Because co-mailing is generally performed by printers, it should not 

require more sophistication or capital investment by the publishers themselves. 

Whether the printers that actually perform the co-mailing need more 

sophistication and capital investment than printers and third-party vendors that 

provide co-palletization cannot be answered "in general," given Ihe variety of 

different models and methods for co-mailing and co-palletization. 

For some printers, comailing might require more sophistication and capital 

investment than co-palletization. The level of capital investment will depend on 

the type of comailing being used - I believe that even for a full-featured, off-line 

comailer, costs can vary depending on number of pockets and configuration. In 

addition, comailing can be performed on Sitma machines, which many printers 

already use for polywrapping. Further, printers can employ in-line comailing, 

which uses existing binding equipment. In terms of "sophistication", comailing 

has become more established in recent years, which I believe makes it adoption 

easier for less-sophisticated printers. 
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R2006-1 
RESPONSE OF MPNANM WITNESS COHEN 

(REDIRECTED FROM MPNANM WITNESS GLICK) 
TO ABMlMPAlANM-T2-23 

There is also variation in the degree of sophistication and capital 

investment required for co-palletization. Co-palletization can be done onsite by a 

printer or the printer can utilize the services of a third-party co-palletizer. Co- 

palletization involves capital investrnenl if the operation is mechanized rather 

than manual. In addition, co-palletization may require substantial investment in 

space, not only for co-palletization equipment but for staging both before and 

after the co-palletization operation. A co-palletization operation that processes 

publications from multiple printers or printing plants will likely require a fair 

degree of sophistication. 
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(REDIRECTED FROM MPNANM WLTNESS GLICK) 
TO AB MIM PNA N M -T2-27 

ABMIMPNANM-T2-27. You stale in response to ABMIMPNANM-T2-3 that 
there are circumstances in which co-palletization is easier to achieve than co- 
mailing, and "vice versa." Are there any circumstances in which co-mailing is 
easier to achieve than co-palletizing? If so, please explain. 

RESPONSE 

Yes. From the perspective of a publisher, i f  the publisher's printer offers 

co-mailing services, but not co-palletization services. it would probably be easier 

(at least in the short term) for that publisher to co-mail. From the perspective of a 

printer. if that printer does not have adequate space to stage a co-palletizalion 

operation and the printer already has a Sitma machine or plans to comail in-line. 

co-mailing could be easier to achieve. 



ABMIMPNANM-T2-27. You state in response to ABMIMPAJANM-T2-3 that 
there are circumstances in which co-palletization is easier to achieve than co- 
mailing, and “vice versa.” Are there any circumstances in which co-mailing is 
easier to achieve than co-palletizing? If so, please explain. 
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RESPONSE 

Yes. From the perspective of a publisher, if the publisher’s printer offers 

co-mailing services, but nnt co-palletization services, it would probably be easier 

(at least in the short term) for that publisher to co-mail. From the perspective of a 

printer. if that printer does not have adequate space to stage a co-palletization 

operation and the printer already has a Sitrna machine or plans to comail in-line, 

co-mailing could be easier to aci-ieve 
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(REDIRECTED FROM MPNANM WITNESS GLICK) 
TO ABMIMPAIANM-T247 

ABM/MPA/ANM-T2-47. In response to ABMIMPNANM-T2-12, you state that 
one must know a mailer's costs to know whether an incentive is adequate to 
change a particular mailer's behavior. 

(a) In developing the level of rate incentives in the MPA proposal, or for 
any other purpose, did you or MPA obtain any information of the specific costs to 
mailers, or the typical ra3ge of costs to mailers, of obtaining co-palletizing andlor 
co-mailing services, or of obtaining drop shipping service? 

(b) If so, please provide that information. 

RESPONSE 

(a) No. (In answering this question, I assume that you are seeking 

relatively current cost information. I saw a few isolated and anecdotal estimates 

for some of these services about 4-5 years ago, but assume that you are not 

asking for data of that vintage.) 

(b) Not applicable. 



R2006-1 
RESPONSE OF MPNANM WITNESS COHEN 

TO MHIMPNANM-TI-1 

MHIMPNANM-TI-1. With respect to your testimony at page 20 lines 2-5, please 
explain fully whether it would be an anomalous or undesirable result if the 
percentage rate increases faced by worksharing mailers are similar to the 
percentage rate increases of non-worksharing mailers, assuming that the 
worksharing mailers currently pay lower postage per piece than the non- 
worksharing mailers. 

RESPONSE 

In the sectian you are referring to - The Overall Effect of the 

Proposed Rate Design .- I am simply pointing out that, under the rates proposed 

by USPS, that mailers engaged in co-mailing and co-palletization would face 

similar or larger rate irmeases by engaging in these efficient practices than by 

not doing so. This is because the USPS proposal does not significantly increase 

the incentives to comail and copalletize - a result I consider undesirable. See 

also Witness Glick's response to MH/MPNANM-T2-1. 
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R 2 0 0 6 - 1 
RESPONSE OF MPAIANM WITNESS COHEN 

TO MHIMPAIANM-TI -2 

MHIMPNANM-TI-2. 
please provide a copy of the Folio article that is cited and quoted. 

With respect to your testimony at page 12 lines 8-17, 

RESPONSE 

A copy is attached. 
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i Mailing Options for Small and Medium-sized Publishers 
While modest, the postal hike will still take a bite out of budgets. Here's how to cope. 
BY DALE BUSS 

5%.'11 ~ .: .; he new year amives for publishen under the cloud of a cent to 14 percent (including the cost of the co-mailing 
j 

,!:., facing more demands to help their customen mitigate 
nostal-cost DICSSUICS. thc Drintininrr indusnv is stemininrr forward 

5.4 percent increase io U.S. P o d  Service rates. But servjcrr), Williams says. Banta is tqing to remove the obsta- 
des to cc-mailing to the small and medium-sized magazines 
that conmrise the bulk of the Drintcri dient base. One such . .  I .. I 

with more co-mailing, co-palletization and other programs. 
"The rate increase i s  very significant in that it's corn- 

ing along with increases i n  paper prices,*'says Ned Kulka, 
niarketinl: director for Publishers Press Inc., a Shrp- 
hrrd>villc. Kentucky. printer that handles press runs  of 
5.000 to a half-million copies. 

This need for relief might even inrecsify thmughout 
the year."Pcople are actually more concerned about the 
next increise right behind this one, brcaure the ncxt one 
niry involve reclassification" of rater, says David Cardona. 
scnior VICC prcridrrit of K.K. Uonnelley> m g a u n c  
group, in Nrw York City. Here is a selective look a t  some 
of the optrons printers are offering publishers: 

Co-Palletizetion 
Many printers offer this ~ C ~ V L L ~ .  whicn is ideal for smallcr 
publishcrs that don't hive the volunx of rides going into 
any given portal facility to make the minimum pallet-size 
of 200 pounds I n  co-palletizauon, bunaled rnagazincs are 
grouped with others going to the  same destination.'l'hcy 
are placed on t h e  loading dock and shicpcd when the 
pallet load rcacher a prcdetermincd size. 

II arc Qucbccor World and Donnelley. American Press. 
thc Cordonsvillc.Virg:nia. printer, offers co-pallctization 
to customers of all sizes. although those with runs over 
1OO.OOO can typically palleuze on their own, without hav- 
ing to comhinc on  pallcts.Thc scrvicc cuts cnsu hy"a 
penny to a penny and 2 half"  pcr cop): says Paul Gricco. 
vicr president oCsJcs. Banta is another company promot- 
ing co-palletiarion. Customer inrerest "really started to 
take OK las t  vcar for ix,"sayr Kimberly Williams. president 
of the company's O a k  h o o k ,  Illinois, division."Uut the 
savings thcrc haven't bcen as sipiGcant as wk4 1ike.Thc 
discounts b a r  the postal system offered piobably aren't 
rcflrrtwc nf thc  uv inF  that thc postal system gcis." 

Co-Mailing 
American Prcss~is among thosc printers that  in thc ncxt 
y i r  or SO inrcnds to add a capability for co-mailing. 
which conibincr individual pieca of mail into new. bct- 
irr. prusortcd bundles.The mid-rangc to long-run printer, 
wilh runs averaging 130,000 per magazine, is considering 
a p n r  ventuic with siniilar printers tn build 2 co-mailing 
iachty rnmcwhere on the mid-htlnntx seaboard."In 
order tn do the kind of rophtrticated mailing the big guys 
a,," Gricco says. "11'11 haw to hc quite 3n investment. and 
wc haw IO bc judicious about it." 

Tor ic< part. Dan ta  iiow is turning hard IO co-!nailing. 
Tor nmond publicrtiom, nct savings can ian$c Froni 6 per- 

I'uhhsher~ Press 21 a longtime leader in t h i s  tcchniquc. 

step i s "dpmic  pooling,"m that publishers "aren't locked 
into a rigid rime fiame:'Williams says.Another i s  developing 
equipment that positions mailing labels flexibly "SO that our 
customers don't have to invest money to redesign their cover 
and teniplate so they can c o - d . "  

Fry Communications inverted several million dollars 
in one of the industry's largest co-mailing systems a t  iu 
hcadquartcrs in Mcchanicsburg. Pennsylvania. says Steve 
Grande, assistant vice president of sales. Not only do cus- 
toniers benefit from what Fty promises i s  an 8 percent to 
15 percent net savings Gom co-mailing, but more small 
and medium-sized publishers are becoming savvy to it. 
7 t ' s  becoming a far more understandable and predictable 
process to them" Grande rays. 

Drop Shipping 
Drop-shipping is a way to save moncy on postal rates by 
moving freight closer to its final destination without 
using the U.S. Postal Service. I'resumably the money 
uved by avoiding the USPS zoned structure more than 
offers chc shipping costs. Banta is active here as 
well."Even for smaller p u b l i s h e r s , ~  run them through a 
pmgrani tach month that determines how to optimizc 
their mail,'*WiUiams says."lt looks at  what componenu 
should enter a postal system locally, which pieces should 
be drop-shipped deeper into the system. and so on." 

Paper, Trim Size, Other Services 
Curnming Printing has been helping publishers move to 
lighter-weight papers and teducing n im sizes. says Jack 
Cummings. president and owner of thc Hooksett. New 
I lampshire-based printer. But the latest postal-rate increase 
"is like death and mer,'' he says,"Thexi just not a lot 
you can do to reduce the impact."Cummings continues to 
ponder estlblishing c.o-palletization and co-mailing for i t s  
customen."But thosc aren't things w e k  doing now," he 
says."lt's something you have to do to stay competitive. 
but i t  wn be logistically difficult with short runs." 

Printing, have bcen working to eliminate labor cosu on 
the front end by helping magazine publishen perform 
more effciently in pre-press operations. Now. Democrat 
is "gathering some prices on co-mailing" systems. says 
Jerry Butler, production manager. It's also testing dlr pos- 
sibility of drop-shipping via truck to pre-postal consolida- 
tion facilities."There's a slight discount available through 
that kind of consolidation."Butlcr says."But it  hasn't been 
enough at this point to offset the cost of trucking to these 
consolidation facilities. And with the fuel surcharges that 
truck lines 2 r e  getting right now, that doesn't help.'' 

Others, such as Little Rock, Arkansas-based Democrat 

25 M U 0  &.fobbamag.com 

http://fobbamag.com
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Subs Single Copy 
Mother Earth News 260.423 70,170 
Farm Collector nla nla 

Herb Companion 38.678 12.292 
Nalural Home and Garden nla nla 
Utne Reader 185,910 41,309 

Gas Engine nla nla 

MHIMPNANM-TI-3. Wiih respect to your testimony at page 13 line 8 through 
page 14 line 9, please provide the circulation per issue of each of the 
publications discussed. 

Total Paid 
330,593 
40,000 
20,000 
50,970 
58,060 
227,219 

RESPONSE 

Subs Single Copy 
Beadwork 30,052 56,065 
FiberArts 11.025 5.899 
Handwoven 19.570 6,413 
Interweave Knits nla nla 
Piecework 14.667 7,903 
Spin-off 15.104 9,406 

I did not collect data on circulation per issue from the publications 

mentioned on pages 13-14 of my testimony. However, I have been able to 

obtain public circulation figures for the titles from Audit Bureau of Circulation 

(ABC) data, SRDS corrp1a:ion. or Oxbridge Communications. The following 

table provides the figures: 

Total Paid 
86.117 
16.924 
25,983 
87,906 
22.570 
24,510 

Subs Single Copy 
Hallmark magazine (2006 

Total Paid 

new magazine) nla 

10160 

nla nla 
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Yankee Magazine- The I 

, / 0 .  

Magazine of New England 
485,342 
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25,352 510,694 

390,996 16,659 407,655 

Subs Single Copy - 
153,850 99.284 Fine Cooking 

Fine Gardening 
Fine Homebuilding 
Fine WoodwOr!mg 
Threads 

128,051 53.377 
204.847 105,733 
200.664 82,225 
83.393 41.300 

Total Paid 
233,135 
181,428 
310.580 
282,888 
124,693 

Subs Single Copy 

157.478 42.671 
135.660 8.527 

Western Horseman 

Total Paid 
200,149 
144,187 
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TQ MHIMPNANM-TI4 
RESPONSE OF MPNANM WITNESS COHEN 

MHlMPNANM-T1-4. With respect to your testimony at page 15 lines 10-14. 
please provide any and all information available to you regarding the costs of co- 
mailing, co-palletization, and dropshipping, respectively, and the charges 
assessed therefore by printers andlor other parties to mailers. 

RESPONSE 

I did not collect cost information or ask any worksharing providers 

for cost information while preparing my testimony. Any anecdotal information on 

the costs of co-mailing. co-palletization, and dropshipping that I have gleaned 

over the years is unlikely to be accurate, timely or representative. 

With regard to the charges assessed by printers andlor other parties to 

mailers, there is no one model of how printers and publishers share the benefits 

and costs of co-mailing and co-palletization. as I stated on page 15 of my 

testimony. I believe a variety of methods are used to assess charges. I also 

believe that a separate charge is not always applied - rather the costs are 

recovered through the overall price of the printing and mailing services. 
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MHIMPNANM-TI-5. With respect to your testimony at page 19 lines 14-17, 
please explain fully how the USPS-proposed container charge “would incent 
mailers to create less finely presorted pallets” in view of the fact that under that 
proposal, the average per-piece container charge for pallets would be only 0.052 
cents. as confirmed by witness Tang in response to MH/USPS-T35-l(b). 

RESPONSE 

Witness Tang’s proposed container charge is 85 cents no matter 

how many pieces are ir, or on a particular container. All else equal, the finer the 

presort level of the container, the fewer pieces it contains. Therefore, the 

container charge will increase on a per-piece basis as piece counts per container 

decrease. Periodical pihiishers. who are always looking for ways to reduce 

postage costs, could reducs their postage (sometimes by small amounts and 

sometimes by large amounts depending on their individual circumstances) by 

putting more pieces on a pallet. This will incent mailers to create less finely 

presorted pallets. 
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TO MHIMPAIANM-Tl-6 

MHIMPAIANM-T1-6. With respect to your testimony at page 24 lines 3-6 that 
"an enhanced pallet discount will . . . threaten small publications with less 
financial harm[] than would the container charge proposed by the Postal Service 
in this case," please explain fully whether such publications could incur a greater 
adverse rate impact from the increased piece rates resulting from the MPNANM- 
proposed pallet discounts than from the USPS-proposed container charge. 

RESPONSE 

In my testimony on page 24 I was referring to the possible large rate 

increases that publishers with small number of pieces in containers could face 

under the Postal Service proposal. As shown by Witness Tang in her August 17 

response to the question posed by Chairman Omas at the August 10 Hearing, 

publishers using small sacks or alternative containers could face rate increases 

in the range of 30 to 40 percent under the USPS rate proposal. Although the use 

of small containers will not be common practice in the Test Year given the recent 

rule change regarding sack minimums, such large increase could still apply in 

limited instances - e.g., when uncontainerized bundles are entered at the DDU. 

The MPNANM rate propgsal moderates this effect. See also Witness Glick's 

response to MHIMPNANM-T2-2. 
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(corrected October 20,2006) 

MHIMPNANM-TI-7. With respect to your testimony at page 21 lines 18-19 that 
under the MPNANM proposal, "[wlitness Tang's proposed container rate is 
replaced with an increased incentive to palletize," please explain fully whether 
the container rate proposed by the Postal Service could provide a greater 
incentive for a publication tu switch from sacks to pallets than the MPAJANM- 
proposed per-piece pallet discount. 

RESPONSE 

Witness Glick and I designed our rate proposal to increase the incentive to 

palletize. Our proposed 2.7 cent pallet discount is larger than the 1.9 cents that 

the 85 cent container charge would translate into if reconfigured as a pallet 

discount. Looked at from the other direction, our 2.7 cent pallet discount would 

translate into a $1.15 container charge, larger than the Postal Service's 85 cents. 

So in general, the MPAlANM proposed pallet discount will create a greater 

incentive for a publication to switch from sacks to pallets. There are exceptions - 
in the case of small sacks or uncontainerized bundles the USPS proposed 

container rate is large on a per-piece basis and would lead to an increased 

incentive to palletize. It could also lead in limited instances to very large 

increases, which the MPNANM rate design avoids. Also see Witness Glick's 

response to MHIMPAIANM-T2-3 
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TO MHIMPAIANM-TI -8 

MHIMPAIANM-T1-8. Please explain fully whether, in your view, a per-piece 
pallet discount is presently the best way to encourage movement of Periodicals 
mail from sacks to pallets, as opposed to a weight-based pallet discount or some 
form of container-based charge@) or some other rate design, whether in 
conjunction with a per-piece pallet discount or otherwise. 

RESPONSE 

As I stated in my testimony (MPNANM-T-1) on page 24, I believe that the 

set of pallet discounts we propose is the best interim solution to providing the 

correct price signals to publishers. On the preceding page of my testimony, I 

stated MPA and ANM's support for recognizing containers as an important cost- 

causing element of Periodicals mail. Container costs includes both pound and 

piece components. The pallet discounts were a known and implementable 

alternative to the unsophisticated container rate proposed by the Postal Service. 

See also Witness Glick's response to MH/MPA/ANM-T2-4. 
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TO USPSIMPAIANM-TI-1 

USPSIMPNANM-TI-1. Please refer to your testimony at page 6, lines 15-17. 
Please provide any quantitative support for your statement that postage as a 
percent of total expenses has grown almost 20 percent just in the last five years. 

RESPONSE 

The quantitative foundation for my statement is contained in the MPA 

2004 Financial Survey that was conducted for MPA by PricewaterhouseCoopers 

LLP. Using data for magazines that responded to the financial survey in each of 

the years 2000-2004, the survey found that periodicals postage costs were 

approximately 8.5 percent of total magazine costs in 2004 compared to 

approximately 7.2 percent in 2000. As a percentage of production and 

distribution costs, the cost of periodicals postage grew even more over the same 

period: from 22.0 percent of total magazine costs in 2000 to 27.2 percent in 

2004, or a five-year increase of almost 25 percent. 
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TO US PSlM P AIAN M-TI -2 

USPSIMPAIANM-T1.2. Please refer to your testimony from page 12, line 8, to 
page 14, line 23, where you discuss recent increases in the availability of co- 
mailing and co-palletization. 

(a) Please confirm that some publications are not able to either CO- 

palletize or co-mail. If you do not confirm, please explain why. 

(b) Why do some publications co-palletize when co-mailing generally 
offers greater postage savings? 

RESPONSE 

(a) Not confirmed. I do not believe that there are inherent reasons that 

a publication could not cornail or copalletize. I do agree that it may be easier for 

some publications to engage in these activities than others. Factors that could 

affect current availability of these services and ease of use include the physical 

characteristics of a publication, its use of polywrap, its frequency, and its current 

printing and transportation providers. I believe that the MPNANM proposed rate 

structure will increase both the availability and use of these services, including by 

publications that may not feel that they can utilize these services today because 

of their individual circumstances. By more accurately reflecting the cost savings 

from cornailing and copalletization. our rate proposal will increase the incentive to 

engage in these activities, and will undoubtedly cause some additional providers 

and publishers to determine that one or both of these services are cost effective 

and worth the effort. 



10169 

R2006-1 
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TO USPSIMPAIANM-TI-2 

(b) A publisher's decision whether to comail or copalletize will depend 

on the relative ease, cost, and delivery implications of obtaining these services, 

and the publisher's comfort level with either alternative given his or her individual 

circumstances. The choices available to some publishers may also be affected, 

at least in the short term, by existing contracts that limit the publisher's ability to 

switch providers. 
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CHAIRMAN OMAS: Is there any additional 

cross-examination for Witness Cohen? 

MR. STFAUS: Yes, Mr. Chairman. American 

Business Media did file a notice of intent. 

CHAIRMAN OMAS: Mr. Straus? 

MR. STKAUS: Should I proceed? 

CHAIRMAN OMAS: Yes. 

MR. STFAUS: For the record, I'm David 

Straus, counsel f3r American Business Media. 

CROSS-EXAMINATION 

BY MR. STFAUS: 

Q Ms. Cohen, would I be correct that any 

questions related to the response to POIR 19 should be 

directed to Mr. Glick? 

A He did the calculations contained in that 

response, but if you want to ask questions that you 

think are of a policy nature I would be able to answer 

those perhaps. 

Q No. They deal with the detail, so I'll 

reserve them for him. 

Please look at your response to ABM Question 

18. 

CHAIRMAN OMAS: Excuse me. Are you 

beginning cross-examining, Mr. Straus? 

MR. STFAUS: Yes. 

Heritage Reporting Corporation 
( 2 0 2 )  628- 4888  
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CHAIRM?+N OMAS: Okay. Would you please 

introduce yourself and who you represent for the 

record, please? 

MR. STRAUS: I already have, but I'll be 

happy to do it again. I'm David Straus, counsel for 

American Business Media. 

CHAIRMAN OMAS: Thank you. 

BY MR. STRAUS: 

Q This is Question 18 that was redirected from 

Witness Glick to you, so it was ABM/MPA/ANM-T2-18. Do 

you have that? 

A Yes, X do. 

Q At the znd of your response to parts (a) and 

(b) you hypothesized that greater incentives could 

prevent or minimize a reversion from copalletizing or 

comailing to solo. 

Do you have anybody special in mind? Do you 

know of anyone who would in fact stop palletizing and 

go back into sacks? 

A Well, I guess I'm not sure that someone 

would go back into sacks, but certainly one of the 

things that was in the Folio article that I referenced 

in my testimony was a statement by Banta Printing that 

even for small magazines every month they reoptimize 

the preparation of the mail, and they look at entry 

Heritage Reporting Corporation 
(202) 628-4888 
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points. They look at pallets. They determine how 

best that mail should be prepared. 

So I think that at any given time you're 

going to make a fresh evaluation of what is the right 

way for the mail to be entered. I don't know that I 

have a specific exsmple, but I certainly think it is 

conceivable and possible that you would have someone 

who might change the types of pallets they were 

preparing and where they entered them. 

Q Now in response to (c), I'm focusing on the 

final two sentences of that answer where you say that 

unless the periodicals comailed and copalletized were 

completely insensitive to the level of the discounts, 

your proposal will induce additional comailing and 

copalletizing, which you say will increase efficiency 

and that increased efficiency is your goal. 

At some point if you continue to increase 

the discounts isn't it true that the remainder, that 

those not copalletizing and comailing despite the 

increased discounts, will bear a larger and larger 

burden? 

A Well, I think what's really beneficial about 

our rate proposal is that it tries to get to the 

lowest combined cost. 

There are some people for whom the lowest 

Heritage Reporting Corporation 
(202) 628-4888 
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combined cost involves doing something in a 

partnership wit.h their printer or some other provider. 

The incentive needs to be right, so for those people 

who can do it least expensively through comailing or 

copalletizing w;th'their printer that they are able to 

do so. 

For some people the Postal Service will be 

their least cost provider and so you wouldn't want to 

overincent a movement where they are forced out of the 

Postal system, bJt they will be in the right place if 

the incentives are correct, and if you use efficient 

component pricing then the prices that each one faces 

will be the appropriate price. 

Q I know my question may not have been totally 

clear, but I don't think that was totally responsive. 

If you push the discounts for copalletizing 

and comailing to the point where you can pick up the 

last possible convert, isn't it true that the 

publications remaining in the nonpalletized group will 

incur larger and larger increases or higher and higher 

rates as a result of trying to capture every last 

possible comailer and copalletizer candidate? 

A Well, to the extent that you deaverage the 

rates, those who have been benefitting from having in 

a sense a subsidy would face the higher cost. 
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They would not face a cost that was higher 

than their true cost of the service that they are 

purchasing, so they might not have that subsidy that 

they were getting before, but they would certainly be 

facing a fairer price, and they would also use the 

lowest cost provider, which is what I was trying to 

suggest. 

I wouldn't want to incent a movement beyond 

the right point in terms of people doing palletizing 

or copalletizing 3r comailing. 

Q The K2AA on imposition does recognize the 

possibility of rate shock, doesn't it? 

A Yes, absolutely. 

Q So the concept of rate shock would cause you 

to stop short of your maximum efficiency or could 

cause you to stop short of your maximum efficiency 

pricing? 

A I think what we tried to do in our testimony 

was exactly balance the need to move to more 

efficiency as a means to control the cost of 

periodicals class while at the same time trying to 

avoid rate shock, which is why, as you see in Witness 

Glick's testimony, we paid a lot of attention to what 

would happen to small publications if they were not 

able to change their behavior. 
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We essentially have a worst case scenario 

for them, and we were comfortable that that worst case 

was not rate shock and that therefore, considering 

they also had options to change their behavior, that 

this was a really good balance. 

Q And if rate shock were not a consideration 

at all, if it were outlawed by law, would you have 

proposed somethimj that created even greater 

efficiencies? 

A I think ultimately you want to have a rate 

structure which leads to lowest combined cost, and in 

order to do that you really need to have the rates 

match as closely as possible the costs that underlie 

it. 

Q Did you refrain from recommending a 

machinability/nonmachinability differential in order 

to avoid rate shock? 

A No. That one was an interesting question 

because philosophically I agree that ultimately 

machinability is a cost causing factor, and it is 

something that ultimately should be taken into account 

in order to have prices that set the right signal and 

that encourage behavior that minimizes cost. 

However, I think looking at this right now 

the machinability as used in several of the 
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testimonies that have been put on the record with 

looking at the difference between the AFSM 100 and the 

FSM 1000, knowing that the FSS system is going to be 

coming into play if machinability criteria are almost 

identical to the 1000, so since we are in a period of 

changing definitions and this would be an entirely new 

rate element, I didn't think that this was a good time 

to put that in. 

I think that once we see what the FSS 

machinability standards are that that will be 

appropriate to dc. 

Q Please turn to your response to ABM Question 

20. The second zentence reads, "I know, however, that 

even a highly tine sensitive periodical could be 

cobound without losing its editorial freshness by 

coordinating its production and mailing schedule with 

another periodical." 

Are you suggesting there that a time 

sensitive periodical of say 50,000 or 60,000 

circulation can be effectively comailed with one other 

periodical of the same size? 

A Any tlme you put two magazines together you 

can improve their preparation. 

improvement is going to depend on the size or the 

number of people that participate. 

The degree of 
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As we saw with some of the really small 

printers that were comailing that I mentioned like 

Ovid Bell, they are putting together really small 

publications. The improvement you get may not be as 

great as if  yo^ put together publications that were 

larger in size, but I think that there is certainly 

benefit to be had if you merge together. 

Q Is Ovid Bell combining small circulation 

periodicals that are, in your words, highly time 

sensitive? 

A I am not sure, but I think that any time 

someone who is comailing can do it in a timely manner, 

can do it in line, can do it with magazines or 

periodicals that match in characteristics it can be 

done and still meet the needs of time sensitive 

mailers. 

Q Does Ovid comail weeklies? 

A I do not know. 

Q Let's go back to my original question. If 

two 50,000 circulation highly time sensitive 

publications, can you produce enough of an improvement 

in the billing determinants to comailing two of those 

to justify the cost of the comailing? 

A I do not know the exact break point at which 

someone would decide to put together multiple 
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mailings. 

many could you put on the selective binding or do an 

off line, how much volume will you get in total and 

how much improvement, but you get some improvement. 

I think that you would have to judge how 

Q Based on your experience, roughly how many 

pieces does it takP to make up a decent comail pool? 

A I think that that used to be a larger number 

than it is today. 

Q And what is it today? 

A Well., Ovid Bell is taking magazines that are 

2,000, so obviously I think a lot of people are down 

in the 5,000 range and even below that. 

Q How many pieces in the Ovid Bell pool? 

A I don't know how much they get in total. 

Q So you don't have any idea what the size of 

their minimum size pool is that they need to 

effectively comail? 

A When I spoke to them, they said that they 

comail whatever they've got, so they get whatever 

improvement they've got. 

Q So the answer is no, you don't know how many 

pieces they neea to comail? 

A I don't think they think that there is a 

minimum. I mean, that's why they're doing ones that 

are 2,000 and in that range. They get whatever 
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improvement they can. 

Q You indicate in your response to Question 21 

that larger postage discounts could make it easier to 

establish tabloid only comailed pools. 

If a printer printed only a couple of 

tabloids, are you suggesting that perhaps the output 

of more than one printer can be combined at a neutral 

site and comaj.1 the tabloids in that fashion? 

A Well, certainly you could do it in line if 

you wanted to do fewer, or there could be one printer 

who tries to seek the business of a lot of tabloid 

publications and specialize in that and say, you know, 

I can do a comail for tabloids. 

Presumably a lot of the publishers would 

then gravitate to that printer. Or, you could do it 

off site and have people send what they've got to that 

central location. 

Q If you're doing it in line, those tabloids 

would have to close editorial at about the same time, 

wouldn't they? 

A You would have to coordinate schedules. I 

think what I mentioned in one of my answers to you was 

people are doing things now in order to meet service 

like purchasing air freight so if this was going to be 

important to them they could modestly presumably 
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adjust their production schedule. 

Q In Qu?stion NO. 22 we asked whether 

something is 3enerally true, and you were nice enough 

to point out that the question was inartfully drafted 

and didn't really mean delay in leaving the printing 

plant, but really delay in entering the mail. 

Your answer was, "Not necessarily," and you 

pointed out that it's possible that it wouldn't be 

true, but the mestion is isn't it generally true, 

more often than not true, that participation in a 

comailing or ccpalletizing program does cause delay at 

the front end? 

A Yes. I think I said that if you're asking 

whether copalletization adds time to the production 

process then I agreed there could be some delay. 

Q Well, you agree that there can be delay, but 

you didn't agree that it's generally true that there's 

delay. I'm just trying to get you to focus on the 

question and answer it precisely. 

MR. LEVY: I'm going to object. I think 

that mischaracterizes the question, which was talking 

about delays of at least hours and sometimes days. 

THE WITNESS: Right. I mean, I - -  

MR. STRAUS: Let me respond to counsel. The 

answer was, "I agree that copalletizing can cause a 
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delay of hours or days," so it's the same phrase. 

The question was does it generally cause 

delay of hours or days. 

delay of hours or days. 

The answer was it can cause a 

THE WITNESS: I think the reason is, and I'm 

happy to answer that, that if you are getting onto a 

copal and you are the last production of the day and 

it's about to leave and you would have to be put on 

the pallet any*ay, no, then there wouldn't be any 

delay. 

I was trying to say that I wasn't 

disagreeing with the notion that putting the mail 

together could ertail some waiting time, but I wasn't 

going to say that in all instances because it's really 

going to depend on the production process. 

BY MR. STRAUS: 

Q How long typically, if you know, does it 

take for a comail pool to be completed, from the time 

the first publication is printed until the pallets are 

built and ready to go? 

A 

Q A comail. 

A Well, again it's going to depend on the 

model. It's going to depend. Are we talking in line? 

Then there's no difference in time because it's part 

A copal or a comail? 
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of the binding process. 

If you're doing it every day it's basically 

a 24 hour cycle so I think - -  

Q Does Ovid do it every day? 

A They said to me that they were now. I 

believe that's correct. 

Q They're comailing every day? 

A And that's why I said what they were trying 

to do was get the best that they could get out of the 

sys  ten. 

I know a lot who are saying we know if we 

held it we could get more depth, but we really want to 

keep going on the production process. 

ultimately and part of the reason we were hoping to 

increase incentives was the perfect world would be 

that every day there is a pool going, and you would be 

part of that pool. 

I think 

I think that the incentives that we're 

trying to propose would increase the frequency with 

which this takes place and decreases the delay. 

Q In today's imperfect world, don't some 

printers run ccmail pools once a week? 

A I think that that would be the least 

frequent, but I don't think that that's the only model 

by any means. I do think there are some that are 

Heritage Reporting Corporation 
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running every day. 

Q For those who are running once a week, the 

delay in entering the mail could be more than a week, 

couldn't it, or at least a week? 

A I don't know exactly how long. I presume 

that if someone is doing it once a week that they are 

going to try to structure it in a way that minimizes 

the delay. 

Q But the first one printed would presumably 

wait a week, wouldn't it? 

A If it was done once a week and it was the 

first one done, 1 guess conceivably it could have up 

to a week. Really from what I have learned, I think 

that there are more frequent patterns than that. 

Q I'm curious as to why you didn't make any 

effort to collect data on the costs to the mailer, 

that is to the phlisher, of comailing and 

copalletizing in order to assess the efficacy of the 

discount, of the cost savings for those activities you 

proposed. 

Could you explain why you didn't make any 

effort to collect those costs? 

A Well, 1 think that the behavior of the 

mailers led me to have comfort that what we were doing 

was going to be the right solution. 
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When comail was first introduced it was sort 

of this oddity. You know, there weren't that many 

people that participated. 

really grown. 

Over the years it has 

As you point out, a lot of your members are 

now engaged in comailing and copalletizing, so I know 

that if you're looking at the cost of providing this 

service as a continuum you've got people who have 

reached the pojnt where it is cost effective for them 

to do. 

There are in addition some people who I know 

If you looked at the are not quite at that point yet. 

answers that you provided to Time Warner, you had 

several who said my printer is not doing it yet, but 

they're piloting it. There were several in there that 

mentioned the pilot project. 

The article I referred to from Folio said 

that there were a number who were considering it, 

collecting the costs, looking at it, so I thought we 

were really at a marginal point where the increased 

incentive is going to really increase the behavior of 

comailing and copalletizing. 

I thought we really knew we were on a 

continuum and that increasing the incentive was going 

to make the difference, and I didn't think that I had 
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to have specific cost' data because, as I pointed out, 

there are very many different models and SO the costs 

are going to depend on what model you use, but I think 

the behavior has proved the point. 

Q Well, the behavior has proven that for maybe 

even the majority of publications, at least in ABM's 

case, the savings are worth the expense, but that 

doesn't demonstrate anything, does it, about the 

people who do nct comail and copalletize? 

How d3 you know that there aren't costs for 

certain types of publications or certain sizes of 

publications or certain geographic locations or 

certain publications that are divided into multiple 

editions for which the costs are not part of this 

straight line continuum you've hypothesized without 

even investigating why the people who don't do it now 

don't do it now? 

A Well, I guess I had enough people who said 

that they were looking at it, that they thought there 

wasn't quite enough incentive. There was one quote in 

the Folio article that it's just not enough quite yet. 

I don't know that this will be the 

difference that brings copalletizing and cornailing to 

everyone, but I do think it will certainly 

substantially increase the providers and the utilizers 
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of the service. 

Q Please look at your response to McGraw-Hill 

Question 3 to you and at the same time Mr. Glick's 

response to American Business Media 3 3 .  

A Okay. 

Q If you look at Mr. Glick's Table 2-A and 

3 - A ,  which are on the second page of his response, he 

has for these seven publications the number of pieces 

per issue. 

A 1Jh - huh. 

Q If you look at your response to McGraw-Hill 

3 where you were asked for circulation, you've got 

three columns for some of those same publications. 

Subs, which I assume means mailed subscriptions? 

A It's what I got out of the ABC data, SRDS 

and Oxbridge. It didn't specify presumably, but I 

believe it is people who subscribe. I don't know if 

it's by mail, but I assume it is. 

Q Well, I mean, these publications don't seem 

like the type that have alternative delivery, do they? 

A I would imagine that most of these are going 

through the mail. 

Q Well, I'm curious as to why Mr. Glick was 

able to come up with a pieces per issue in response to 

3 3 ,  which I assume was mailed because it's got rate 
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increases, but you weren't able to find the same data 

in response to Question 3. 

A Well, the data in Witness Glick's testimony 

was collected as part of the data on their comail, so 

these are actually the number of pieces that are in 

comail situations right now. 

I was asked, you know, what is the 

circulation per issue. It didn't say in the comail 

pool. It didn't say mailed. It just said give me the 

circulation per issue and so I had not collected. 

The question was about a different group. I 

mean, one of them did overlap, but it was a group that 

I had talked about in my testimony that these were 

people who were comailing and having good experiences 

with it and so I just collected this data in response 

to the request. 

The fact is that it's not necessarily the 

case that every copy would be comailed. We know that. 

Q So if I'm looking, for example, at Herb 

Companion, you snow Herb Companion with more than 

38,000 subscriptions. 

A Uh-huh. 

Q Mr. Glick shows Herb Companion with 23,600 

pieces. Would it be fair then to conclude that about 

16,000 pieces of Herb Companion are not in their 
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comail pool, but: are mailed separately? 

A I think you could conclude that there is 

some mail that is likely outside the comail pool. It 

could be that they're doing their main runs and not 

their supplementals. I don't know. As I say, these 

are not gathered from the same source. 

Q But there's a 16,000 difference. Herb 

Companion can't have 16,000 in a supplemental run, can 

it? 

A It may have one that it does separately. I 

don't know. 

what happened tc any copies that are subscription that 

are not comailed. 

I aid not go back to ask the provider 

I do think that in all cases the number of 

pieces per issue in Witness Glick's tables are a 

lesser number than what was the full subscription 

numbers that I got out of the public sources. 

Q I guess I could ask Mr. Glick this, but I'll 

ask you since we're on it. So then the rate increases 

shown in Tables 2-A and 3- A are not the rate increases 

under the USPS proposal and the MPA/ANM proposal for 

these publicati3ns. but they're only the rate 

increases for those pieces of these publications that 

happen to be comailed? 

A It is the rate increase for the mailing that 
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we analyzed, which is what they had in the comail 

pool. 

I was not told that there were separate 

mailings that I needed to add in, or Witness Glick was 

not told that, but, as I say, it could be that the Sub 

figures are out of date. It could be that the Sub 

figures are inaccurate because the SRDS are not 

audited, the Oxkxidge Communications are not audited. 

I think it would be very difficult to 

conclude from tha; basis that you know anything about 

their total copies. I just provided what I was asked 

for. 

volume. 

I did not during my testimony ask them for their 

Q It was a simple question and a long answer. 

I don't think you got there. 

The question is the percentage increases 

shown in Tables 2-A and 3-A are just for the comailed 

pieces of these publications without regard to whether 

there are other pieces of these publications that are 

not comailed. Is that correct? 

A I believe that this is the mailings that are 

at this provider for this publication. This is a 

comail pool. There could be additional - -  

Q If there are additional pieces they're 

excluded from t.his table. This is just the comailed 
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pieces, correct? 

A This is a simulated - -  well, actually the 

one you pointed me to was a simulated copalletization, 

so perhaps that's not the best one to look at. 

In Witness Glick's testimony this is an 

analysis of the mailings that were part of the cornail 

pool and looked at what the impact would be if these 

had been mailed solo versus if they were mailed as a 

cornail pool and the incentives in which to do 

worksharing based on the Postal Service proposal and 

the MPA proposal. 

He was not trying to suggest, I don't think, 

and you can ask him again, that this is their complete 

postage bill. 

Q I'm now going to go to your direct 

testimony, page 4. Would it be correct that because 

you did not have any data on the cost to mailers - -  

that is the publishers of cornailing and copalletizing 

- -  that you are unable to estimate the additional 

amount of cornailing and copalletizing that would be 

done under your proposed rates versus the Postal 

Service's proposed rates? 

A I do not know precisely how much more volume 

would be comailed and copalletized. I just know that 

the incentive that Witness Glick showed in his 
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testimony is a larger incentive to do so, and I know 

that mailers have Seen responsive to those price 

signals. Periodicals mailers are very responsive. 

I know there would be growth. I don't know 

how much. 

Q And if your incentives were scaled back just 

a bit from where you propose them you don't know how 

much less comailing or copalletizing would be done 

either, do you? 

A I do know that when we looked at the Postal 

Service proposal we did not think that it moved us 

along the efficiency line. It did not encourage more 

behavior that would lower cost. 

We feel that our proposal does do more to 

encourage efficient preparation - -  comailing, 

copalletizing, drop shipping - -  and will improve the 

cost profile for periodicals. 

Q Do you believe that at the present rates 

we've reached the maximum amount of comailing and 

copalletizing that's feasible? 

A I do rlot. 

Q so even if the present rates continued, 

there would be additional comailing and copalletizing? 

A No. I thought you were asking me whether at 

the current rate everyone who could and should be 
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cornailing is doing so. 

Q That's what I asked you 

A No, because I think that there are people 

for whom they could be doing cornailing at a lower cost 

to society than the rates would today suggest. 

Let's say the cost of cornailing was five 

cents, and the incentive is four cents. If there are 

people who coLld be doing it for less and they're not 

doing it today, we felt we needed to increase the 

incentive. 

Q The question was - -  let me reverse your 

numbers - -  is e-reryone who can cornail or copalletize 

today at a cost less than the incentive in today's 

rate doing so? 

A I don't think everyone has reached the point 

that they could be at because I think, as I quoted in 

the Folio article, there are some who are still 

adopting it even at today's rate. 

I don't know whether they are doing that 

thinking that the rate increase or the incentive is 

going to grow or they're doing it because they think 

they need to be competitive because there's certainly 

one quote in there which I thought was interesting. 

He didn't really say if it was - -  I'm sorry. Let me 

just pull it out. 
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"Those aren't things we're doing now. 'I This 

was by Cummings Printing. "Those aren't things we're 

doing now, but it's something you have to do to stay 

competitive . 'I 

Q I'm talking about the publishers, not the 

printers. 

service. Are there publishers not taking advantage of 

the service today, even though they would have some 

cost reduction it they did? 

1 , ~  saying there are printers offering the 

A I imagine that there are people dw are 

decidins on the basis of their circumstances is the 

value worth it LO me. Is the savings I get worth what 

they view as the tradeoff? 

Let's say they are a weekly and they decide 

that they don't want to take a delay or they are a 

tabloid and they don't want to try to find other 

tabloids. 

I think that there are people who are not 

doing it who could be doing it, but I think that we're 

really at the margin for a lot of providers, and I 

think that the additional incentive that we're 

proposing will have a substantial benefit in 

encouraging more worksharing. 

Q And your conclusion that we're at the margin 

is based on what? 
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A Well, all the people that are considering 

getting involved, all the people that in your survey 

said I'm pilot testing. I'm going to move printers. 

Maybe I'm going to comail this next year, 

and this is for a tabloid who, you know, you had 

suggested might not do it. Maybe comail next year 

with another coniailer. I ' m  planning to switch to 

palletization because of impending Postal increases. 

Q Those are all people who are planning it 

today. I mean, they didn't indicate, did they, that 

they're waiting for a rate change? 

A Well, you know, we'll comail when the 

printer offers the program. Will the printer offer 

the program if the rate incentive increases? I think 

yes. 

Q Did MPA do a survey of its members 

equivalent to the ABM survey to find out who's 

comailinq and copalletizing and who's not and why? 

A We did not do a survey that asked questions 

like this. We did try to collect data for our 

members, and I think that Witness Glick provided some 

of the rate calculations that came from the 

information we collected. 

A s  you know, it is not easy to get 

information when someone is in a comail pool because 

Heritage Reporting corporation 
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you have a before and you have an after, and after all 

the publications are merged. 

Q Well, what's not easy is to get the data for 

doing a rate calculation. 

A Right. 

Q What's easier, although we found out nothing 

is easy in collecting data. It's certainly easier 

just to ask people are you comailing? Are you 

copalletizing? If not, why? Did you do that? 

A Well, yes. In my testimony the quotes that 

I was then asked to provide the circulations for, I 

sent an email to the members of our independent 

15 
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19 
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25 

magazine group, and that's in general it's smaller 

circulation mailers, but it's also anyone who self- 

identifies as independent. I asked them about are you 

comailing and copalletizing. 

I didn't send it out to everyone, but this 

was the group that I thought would be most likely to 

do it. I did send it to them. I would say I didn't 

get hundreds of answers, but I put a selection here. 

There were a few more that answered that 

were also comailing and some that answered and said 

they were not con;ailing, so I did try to get it from 

those that I thought would be candidates for that 

worksharing. 
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Q For those who were not cornailing or 

copalletizing, did you find out why there weren't or 

why they aren't? 

A I think it was the same kinds of reasons. 

They're either at a printer who has not yet begun to 

do it - -  

I think that that was really the major 

answer because the ones that I put in here were at 

companies where that was being offered and they were 

taking advantage of it. There were certainly some 

that were at providers that were not yet offering it. 

Q Let's turn to your results of your 

investigation to your independent magazine group. 

Look at page 13 of your testimony. 

A Uh- huh. 

Q You list some of these responses here. You 

say, "Some encouraging responses I received . . . "  Did 

you receive any discouraging responses? 

A Well, I received some that said they were 

not comailing. They did not go into a lot of detail. 

As I say, this was done in a voluntary fashion, and I 

did not go back and ask them further questions. 

Q How many of these publications that you list 

here are weeklies or more frequently? Please identify 

those that are issued weekly or more frequently. 
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A I don't. think they are. 

Q None of them? 

A I don't think so. 

Q Did any of your.independent magazine group 

indicate that they have weeklies that are being 

comailed or copalletized? 

A I have a few weeklies in that group. I 

think that I qot a response from one that was not. 

Q You do discuss weeklies on page 14. 

A Uh-huh. 

Q You sal' that CMP's Information Week is 

comailed with U.S. News and World Report. What's the 

circulation of U . S .  News and World Report? 

A I can look it up in Witness White's 

testimony if you would like me to. 

(Pause. ) 

A I think they have 1,000,900 copies per 

mailing. 

Q One million nine hundred? 

A I mean 1,900,000. 

Q And what about Information Week? 

A Four hundred thousand. 

Q Do you think it's possible that this 

comailing works because of the fact that both of these 

publications have large circulations? 
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A I think that it was beneficial to them even 

though they had large circulations, and the point I 

was trying to make earlier is that what I thought 

Witness White said was that he was surprised that 

there was actually a benefit given their size. 

The smaller the publication, the larger the 

benefit from combining with someone else, so you can 

get benefits. 

Q You don't suppose that U.S. News would have 

any interest at all in comailing with a publication 

with 20,000 cirzulation, do you? 

A I think you should ask Witness White. 

Q Well, you know, 1 mean you're testifying 

about comailing. It would require that the 2 0 , 0 0 0  

circulation pcblication and U . S .  News maintain the 

same closing date and stick to it, wouldn't it? 

A I think if there were a 2 0 , 0 0 0  magazine who 

was printed at the same place, who was consistent in 

meeting their schedule, if Witness White liked them. 

I don't know. I mean, I don't know that they couldn't 

include them. 

Q Would a 2 0 , 0 0 0  circulation publication 

provide anything near the benefits to U.S. News that a 

400,000 circulation partner provides in terms of 

increasing depth of sort or pieces on pallets? 
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A I do not want to speculate how such an 

arrangement could be made, but I think there is 

certainly the possibility that in the future, and I'm 

not saying it would be in this particular case, but a 

merging could be made beneficial to all parties. 

I mean, you understand that. There are 

contracts and deals and arrangements that people make 

that make it worth your while to do something. 

Q Your example here is in line comailing, and 

at the end of the paragraph you say, the main 

paragraph on page 14, "It helps that the two magazines 

share trim sizes and closing dates." 

Isn't it essential that they share closing 

dates rather than just helpful? 

A Well, what I was trying to say there was 

they did not have to make changes. If a weekly did 

not share a closing date they possibly might change 

their closing date, so in this case I believe that 

they were already matched. 

Yes, I think you would have to. If you were 

going to do it in line, you would have to have a 

reasonably close trim size, and you would have to be 

pretty consistent on when you closed. 

Q And if you're doing it in line and you have 

a publication of say 60,000 circulation that has say 
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five separate editions, that would be the same for 

comailing purposes as having five totally independent 

publications, wouldn't it? 

A Versioning would create less per pocket that 

you could use. 

long time about a specific situation. I think the 

fact is that even in a case like this it was worth 

their effort to put it together and get the benefits. 

You know, I think we could talk for a 

I really feel that the reason we went to the 

rate proposal we have is that we feel there can be 

more efficiency and that an increased incentive will 

yield more benefit. 

Q At the bottom of page 14 running over to 15 

you say that recent developments in comailing and 

copalletizing have increased the benefits and reduced 

the risk of financial injury from greater recognition 

in the periodical rate structure of the cost savings 

permitted by these processes. What injury are you 

referring to there? 

A If a rate structure gives you a certain 

incentive then you have to make the decision. Am I 

going to change behavior, or am I going to stay with 

what I ' m  doing today? 

We were trying to be mindful of giving an 

increased incentive for people to change behavior, but 
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trying to make sure that those who felt they could not 

or their circumstances at the current time were such 

that they could not, that the maximum increase that 

they could get would not be such that it would be 

really severe in terms of rate shock, and that's the 

injury we're talking about. 

Q So the injury is the rate increase, the 

incremental rats. increase that results for those who 

cannot take advantage of the increased discounts? 

A Right. It is the increase that someone 

faces when you do more deaveraging and you incent more 

efficient behavior. 

Those that choose not to engage in that more 

efficient behavior will have a somewhat larger 

increase, and what we tried to make sure was that we 

moderated that upper tail of the increase for the 

small publication. 

Q Thank you. Please turn to page 20. At the 

beginning, and we've had a series of interrogatories 

on the difference between percentage increases and 

dollar increases. 

You say the percentage rate increase faced 

by many mailers wi~o engage in efficient practices 

would be similar to or higher than if they had not 

engaged in these practices. 
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You're not saying, are you, that mailers who 

comail would pay less if they stopped comailing, are 

you? I think I had two "are yous" in there. 

A I think that people who cornail today are 

doing it to gain financial benefit, so I think that 

people who cornail are paying less than they would 

otherwise. 

The point we were trying to make was that 

the signal, the incentive, the way the Postal Service 

proposal would be perceived, was that what you're 

doing is not as beneficial as in fact it really is. 

Q But I'm still trying to get to the relevance 

of this percentage increase. If somebody is today 

cornailing under the Postal Service proposal they 

wouldn't get a smaller increase. 

I mean, they wouldn't pay less postage if 

they stopped comailing than if they continued to 

comail, would they? 

A For the publisher, what they need to look 

at, and I think Table 3 really pins the point home, is 

what is the incentive to me to do this. 

All we were trying to show here was that it 

seems counterintuitive in terms of what the Postal 

Service had done that the mailers who were engaging in 

behavior that they wanted to encourage were facing a 
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larger percentage increase than if they weren't 

engaging in that behavior. 

The decision that a particular mailer is 

going to make will be based on their mailing 

circumstances and the rate and so Table 3, which shows 

you the incentive, shows that our rates will create a 

larger incentive to comail and copalletize. 

Q The Postal Service proposal in this case 

increases the ccmail and copallet incentive, does it 

not? 

A They feel it increased it I think more than 

in fact they increased it. 

Q That wasn't the question, Ms. Cohen. The 

question was does the Postal Service proposal in this 

case increase the copallet and comail incentive? 

A Depending on individual situations, fairly 

modestly. I think that they did certain things that 

were designed to increase the incentive. They put in 

the container charge. They added the drop ship 

editorial incentive. 

At tho same time, they took away several 

pallet discounts, including the copallet discount, and 

so it's a complicated situation. You have to look at 

exactly what the rates are, but it was at best 

marginally improved compared to what I was trying to 
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say was they thought they were really increasing the 

incentive or keeping whole the comailing and 

copalletizing, and I think that it's much spottier 

than that. 

Q If there's a mailer paying 20 cents and he 

has an increase to 21 cents, that's an increase of one 

cent or five percent, correct? 

A Yes. 

Q And if a mailer is paying 50 cents and has 

an increase to 52 cents, that's an increase of two 

cents or four percent. Is that correct? 

A Yes. 

Q So in that case you would say using a 

percentage basis that the mailer with the lower cost 

has a higher percentage increase than the mailer wlth 

the higher cost, even though the mailer with the lower 

cost has a smaller absolute increase, correct? 

A Well, when we were looking at individual 

mailings we weren't looking at one mailer versus 

another. We were looking at their same pattern with 

comail and without comail, so it's not a - -  

Q I actually told your counsel I'd be here 

about a half an hour. You know, I asked you a 

mathematical westion, and I got an answer that didn't 

answer the question. I asked you a question about 
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math, and you told me what you were looking at. 

A You were asking me in the context of what we 

were discussing, which was my calculation of the 

change in rates if someone cornailed and didn't comail, 

so I didn't want to leave the impression that that was 

a relevant comparison. 

Q Well, 1 get to ask the questions. If your 

counsel thinks Lhey're irrelevant he can object to 

them. 

I would like an answer to my question, which 

is one mailer worksnares, pays 2 0  cents. His rate 

will go to 21 cents. 

correct? 

That's one cent or five percent, 

A Correct. 

Q And a mailer who doesn't workshare let's say 

pays 50 cents, and his rate is going to go from 50 

cents to 52 cents. That's two cents or four percent, 

correct? 

A Correct. 

Q And now the question that I asked you 

before. 

cents would, as you view it, face a larger percentage 

increase than the mailer who doesn't workshare, yet 

his absolute increase would be only half as big, 

correct? 

The mailer now worksharing and paying 20 
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A His absolute increase would be less. 

Q Half as big? 

A Half as big. 

Q Would that worksharing mailer paying 20 

cents now and 21 cents under some proposal have any 

incentive to stog worksharing in order to have an 

increase of only four percent instead of an increase 

of five percent? 

A Well, I don't know that the worksharing 

mailer you referred to in the first instance would 

look like the worksharing mailer or the nonworksharing 

mailer in the sscond instance. You're saying he'd 

suddenly go from 2 0  cents to 5 0  cents. I don't know 

that that's true. These are two different mailers. 

A particular mailer would decide based on 

the rates at hand how he should prepare his mail, and 

in some cases that could lead to an actual change in 

worksharing behavior. 

Q But if his incentive is increased even by a 

smaller percentage than some other possible 

percentage, he'd have no reason to stop worksharing, 

would he, in order to pay more postage simply to 

obtain a smaller percentage increase? 

A Well, it's going to depend on what the 

tradeoffs are. If someone is drop shipping and 
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they're paying private transportation they have to 

evaluate that tradeoff. 

Q But they're already doing it, and I'm saying 

the incentives are increased. They could be increased 

more, but they're increased some under a proposal. 

Why would that mailer suddenly stop 

worksharing in the face of an increased percentage of 

incentive? 

A You're assuming that nothing else changes. 

I'm saying that if in fact fuel costSgo up, 

transportation costs go up and this mailer is looking 

at what is my tradeoff, they evaluate that tradeoff in 

a dynamic fashion. 

Q If the Commission were to decide at the end 

of this case that it pretty much agrees with your 

proposal, but it would just like to trim a little bit 

off that incentive based perhaps on the fact that 

there's an awful lot of people who have been moving 

and are moving to comailing and copalleting already 

and provide a little bit more protection against the 

injury you've discussed, where would you suggest your 

rate design could be? 

What would be the best approach to your rate 

design to obtain that result? 

A I believe that our rate proposal is the best 
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Q I understand, but I'm asking you - -  

A I believe that the incentive is important to 

increase. I believe there needs to be more comailing 

and copalletizing, that there can be more comailing 

and copalletizing and that we have been very careful 

to moderate the Lmpact, so I would recommend that the 

Commission not make any changes to our proposal. 

0 Are you done? 

A Yes. 

Q If the Commission decided nevertheless, and 

if you say that foir more times you still can't 

convince them otherwise, that they should make a 

modest change, reduce your incentives just a little 

bit - -  not to the level of the Postal Service, but 

just a little in order to afford a little more 

protection from injury to those who can't comail or 

copalletize - -  do you have any advice on where to look 

in your proposal for that kind of a small adjustment? 

MR. LEVY: I'm going to object to that as 

asked and answered. 

He's asking if one were to adopt a rate 

design that she opposes what would she recommend in 

that rate design. I think she's indicated she doesn't 

accept the rate design, so she doesn't accept the 
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( 2 0 2 )  6 2 8- 4 8 8 8  



* 

2 

3 

4 

5 

6 

I 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

10209 

premise of the question. 

MR. STRAUS: I wouldn't say it was asked and 

answered. I would say it was asked. 

THE WITNESS: Well, you also suggested that 

our rate design, you know, would need to be moderated. 

In fact, what we responded in POIR 19 shows 

that our maximum increase is less than the Postal 

Service's maximum increase, so I guess I don't 

understand why the Commission would feel compelled to 

search for something that did not have rate shock in 

it when we've already moderated our increases so that 

the largest wouid not be too large. 

BY MR. STRAUS: 

Q I don't think anyone knows the extent of 

rate shock of either proposal. You can't look at the 

highest point and say because these highest points are 

lower than somebody else's highest points. You may 

have a lot more people at 15 to 20 percent. I don't 

know either. 

Is your rate design proposal the only one 

that's proper? Any changes from your proposal are 

totally wrong? 

of rate design here? 

That you've discovered the holy grail 

A There is no holy grail. Frankly, I think 

ours is the right design at this time. 
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In the next case it may be that we would 

propose something different because what we think is 

we've got the right balance for today. Is it the holy 

grail? No, but I think it's the best interim 

solution. 

Q So you don't want to, I gather, recommend 

any place where an adjustment could be made to do the 

least harm to your proposal if in fact the Commission 

wanted to, as I say, crank down the incentives just a 

little bit7 

You 2m't have to have a proposed 

suggestion, but you may want to think about whether 

there's something that could be done and do the least 

harm to what you're proposing. 

Let me give you an example. Let's take, and 

I know this doesn't have a big impact, the additional 

five digit pallet discount. Now, it may be that in 

theory, and I'm not saying it's actually the fact. 

I'm asking you to assume this. 

It may be that if you do away with some or 

all of that it wouldn't really change the incentives 

to go into comailing and copalletizing. It may change 

how the printers do the comailing and copalletizing, 

but it would still move the same number of people into 

the program and free up a little bit of money for 
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those that can't. That's the kind of question I'm 

asking you. 

Is there any place where you think an 

adjustment can be made if it had to be that would do 

the least harm to your proposal and your goals? 

A The five digit pallet which you mentioned is 

a candidate from your point of view. It serves two 

important functions in my perspective. 

Q Excuse me. I wasn't asking you to address 

I was using that as an example of the kind of it. 

suggestion I'm asking if you want to make. 

I'm not asking you to discuss whether the 

five digit pallet adjustment would produce it. Do you 

have ar,ything to suggest, something along those lines 

of where your proposal could be adjusted if it had to 

be to reduce the incentive a little bit? 

MR. LEVY: Again, objection. Asked and 

answered. 

don't want to make, what changes would you want to 

make? I think the witness has answered that question. 

Hels saying if you made changes that you 

MR. STRAW: The question was if a change 

had to be made, what change would be least harmful to 

you, but I think we've probably exhausted this 

question and its nonanswer, and I will end my cross- 

examination here. 
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CHAIRMAN OMAS: Thank you, Mr. Straus. 

McGraw-Hill Companies? Mr. Bergin? 

Before you begin, Mr. Bergin, why don’t we 

take about a 1C ninute break, okay? Thank you. 

(Whereupon, a short recess was taken.) 

CHAIRMAN OMAS: Mr. Bergin? 

MR. BEXGIN: Thank you, Mr. Chairman. It is 

a soft G. 

CROSS-EXAMINATION 

BY MR. BERGIN: 

Q Good morning, Ms. Cohen. 

A Good morning. 

Q For the record, Tim Bergin representing 

McGraw-Hill. Just a. few additional questions for you. 

I believe you told Mr. Straus earlier this 

morning that the major reason publishers that might be 

in a position to comail or copalletize, the major 

reason they do not do so is if they have a printer who 

does not offer comailing and copalletizing services. 

Is that correct? 

A That is a reason why they might not. 

Q And would you agree that most printers that 

offer comailing or copalletization require that a 

publisher whose publication is included in a comail or 

a copallet pool also be printed with that printer? 
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A I believe that it is certainly under 

examination. I know that there are several who are 

considering doing comailing for others' publications. 

It is a iittle bit more complicated because 

you've got to take the output of another printer, but 

it is certainly in the examination phase, which is 

part of the reason I think that is an area that will 

grow under our poposal. 

In the Folio article that you had asked me 

about American Press was quoted as saying that they 

were thinking about a joint venture with similar 

printers to build a comailing facility somewhere on 

the mid Atlantic seaboard. "In order to do the kind 

of sophisticated mailing the big guys do, it'll have 

to be quite an investment, and we have to be judicious 

about it. 'I 

I assume that that sounds like they would be 

taking the output of multiple printers and doing a 

comail for them. 

Q But today can you name any printer that does 

do that? In other words, accept publications that are 

printed elsewhere for a comail or copallet pool? 

A I don't know if it's being done, but I know 

I just don't know if it is being actively discussed. 

it's actually happened. 
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Q Would you turn please to your response to 

McGraw-Hill's Interrogatory No. 1 to you? 

A Uh-huh. 

Q You stated in your response that under rates 

proposed by the Postal Service mailers engaged in 

comailing and copaLletization would face similar or 

larger increases by engaging in these efficient 

practices than by not doing so. Did you mean 

percentage increases? 

A Yes, I aid. 

Q Is my understanding of your testimony 

correct that mailers would in all likelihood pay 

substantially lower rates under the Postal Service 

proposal if they comailed or copalletized than if they 

did not? 

A I'm sorry, Repeat your question. 

Q That under the Postal Service mailers would 

pay substantially lower rates if they engaged in 

comailing or copalletization than if they did not 

engage in those practices. 

A The existing rates and the Postal Service 

proposal, as we11 as our proposal, do have incentive 

to do worksharing behavior. Comailing - -  that would 

be the presort discounts - -  the drop ship incentive, 

copal, the drop ship incentive. 
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Yes, people who comail and copalletize are 

doing it to achieve discounts and Postal savings. 

p So they do in fact pay lower rates than if 

they did not copalletize or comail under the USPS 

proposal? 

A They pay less postage. I can't be sure that 

their total bill is lower. 

Q Just speaking of postage. 

A They wDuld have less postage if they avail 

themselves of the discount. 

Q Would you please turn to your response to 

McGraw-Hill Interrogatory No. 5 to you? 

Now, as I understand it in response to 

McGraw-Hi11 Interrogatory No. 5 you're saying that the 

container charge proposed by the Postal Service could 

incense mailers to create less finely presorted 

pallets even though under the proposed container 

charge the average per piece charge for pallets would 

be only five one-hundredths of a cent. Have I stated 

that accurately? 

A The average pallet I believe has about 1,600 

pieces, which does translate into roughly a half of a 

cent for an average pallet. 

Q Excuse me. A half of a cent? 

A .OS. I think that the point that I'm trying 
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(202) 628-4888 



1 

2 

3 

8 

9 

10 

11 

12 

0 l3 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

0 

10216 

to make is that not every pallet is the same number of 

pieces on the pallet, and because you've got a dynamic 

mail preparation system where you look at a mailing 

and say okay, what pallets am I going to make to what 

destinations, how many entry points, that the facet 

there is an incentive that tells you to pull back, 

that that coul9 cause mailers to deposit the mail 

further upstream in order to have more pieces on the 

pallet because tnat is the incentive. 

For instance, in the five digit I mentioned 

in my testimoll;. that you don't get any benefit then 

from creating a five digit pallet which could be 

smaller, but would be entered further downstream. 

Almost all of those are entered at the SCF, so you 

could lose some benefit to the Postal Service by 

having them pull back and enter it more upstream. 

Q You said that the average number of pieces 

on a pallet is about 1,600? 

A That is the average, I believe. 

Q Am I correct that if you had a pallet with 

half the averagz number of pieces, say 800, that the 

per piece cost of the container charge under the 

Postal Service would be one-tenth of one cent? 

A I mean, if you're hypothesizing that what is 

the charge if you had 800 pieces then I would agree 
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that it is then going to be one-tenth of a cent, but I 

think the point is that everyone will have some 

pallets and everyone will have some sacks, and you're 

going to evaluate. 

Do you want residual sacks and the sacks may 

have a certain cost to them and the pallets have a 

cost to them? You're creating an incentive that it 

just has a higher rate the fewer pieces in the 

container. ThGt's a fact. 

Q Do ysu think an added per piece charge under 

the proposed container charge of one-tenth of one 

percent would offset the presort incentives? 

A I don't expect people to stop comailing. I 

don't expect people to stop wanting to copalletize. 

What I ' m  saying is that the Postal Service proposal 

will not encourage additional growth in those 

behaviors. 

Q Aren't you saying something more; that the 

container charge could incent mailers to create less 

finely presorted pallets? 

A Right. I gave you the example of the five 

digit pallet where you might have fewer pieces and now 

you would evaluate your total mailing and you might 

decide that rather than do a five digit pallet you 

would do one to an ADC level and that that would give 

Heritage Reporting Corporation 
(202) 628-4888 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 0 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

0 

10218 

you the best cost/benefit analysis. 

Q Even though the per piece container charges 

that we’re talking about are as small as one-tenth of 

one percent? 

A I think that it depends on the tradeoff of 

the transportation cost. You have to look at the 

entire profile of the mailing. 

will create a l+rger cost for fewer pieces. 

The fact is that this 

Q Would you please turn to your response to 

McGraw-Hill Interrogatory No. 7? 

A Uh-huh. 

Q This interrogatory asked you whether the 

container rate proposed by the Postal Service could 

provide a greater incentive for a publication to 

switch from sacks to pallets than the MPA proposed per 

piece pallet discount. You responded, “In general, 

the MPA proposed pallet discount will create a greater 

incentive for a publication to switch from sacks to 

pallets. I’ 

Is my understanding correct that that’s 

because the proposed 8 5  cent container charge is 

equivalent to Gnly a 1.9 cent pallet discount? 

A Yes. On average if you calculated it based 

on the averages in pallets and sacks it would 

translate into 1.9 cents versus the 2.7  that we‘re 
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offering, so on average we have a larger incentive to 

palletize. 

Q And if I understand correctly, the 2.7 

percent per piece pallet discount proposed by MPA 

could be translated into a $1.15 container charge? 

A Again calculating it at the average, our 2.7 

cent pallet discoant would be equivalent to a $1.15 

container charge. 

Q Does the MPA propose a per piece pallet 

discount or any other aspect of the MPA proposed rate 

design create an incentive to move from smaller sacks 

to larger sacks? 

A What we have created is an incentive to move 

into pallets, which will increase the number of pieces 

in the container. 

Certainly what we're aiming for is a deeper 

presort, a deeper depth of entry and more pallets. 

That's the behavior that we think is really what the 

Postal Service will benefit and mailers will benefit 

from, so we would rather have people get onto a 

pallet. 

Q Is there anything in the proposed MPA rate 

design that encourages movement from small sacks to 

large sacks? 

A Well, the fact is that there's a rule change 
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that just went into effect which will significantly 

increase the size of sacks in the Postal system; the 

24 piece rule, as we call it, which went into effect 

in May. 

There are limited situations where you can 

still have less than 24 pieces, but now there would be 

a lot fewer smaller sacks and so the remaining 

interest is to get that mail on pallets. 

BY MR. BERGIIN: 

Q So your answer is there's no element in the 

MPA proposed rate design that encourages movement from 

smaller sacks t3 iarger sacks? 

A There is no specific rate component that 

would encourage someone to create a larger sack except 

to the extent that they want to get more of the 

discounts for drop shipping and presort and those 

would cause them to want to get in a comail pool and a 

copalletizing pool where they would be on pallets. 

Q To the extent that the MPA proposal creates 

a greater incentive for a publication to switch from 

sacks to pallets is it fair to say that many of the 

publications who would benefit from that enhanced 

incentive to palletize are already palletizing their 

mail? 

A Mailers who are already palletizing do get 
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discounts today. We would be substituting these 

discounts. We as the Postal Service are eliminating 

the copallet discount so that there would be an across 

the board proposal to encourage more palletization 

through the 2 . 7  cent pallet discount. So I think it 

will encourage mailers with the five digit pallet to 

create more of five digit pallets and drop ship. 

Q But again isn't it true that many of the 

publications that would benefit from these increased 

incentives are already palletizing their mail to a 

large extent? 

A People who are on a pallet would get the 

pallet discount. 

Q One result of your enhanced pallet discount 

is to increase the piece rates proposed by MPA above 

the level of piece rates proposed by the Postal 

Service. Is that correct? 

A Repeat the question. 

Q One of the effects of the enhanced pallet 

discount proposed by MPA is to increase the piece 

rates under the MPA proposal to a level higher than 

proposed by the Postal Service? 

A Well, because the Postal Service designed 

their rates with a container charge which was on top 

of the piece charge. Then the piece charges were 
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lower. When we went back to a discount system you 

start with a higher rate, but then you get a discount 

off it, so it's hard to compare. 

Q But the piece rates are higher under the MPA 

proposal. Is that correct? 

A Yes. 

Q Now, I think you noted in your response to 

McGraw-Hill Interrogatory No. 7 that for small sacks 

with below average pieces in them the container charge 

proposed by the Postal Service provides more incentive 

to palletize tken would the MPA proposed pallet 

discount? 

A Right. For people who have a lot of small 

containers they either have small number of pieces in 

the sack or they deposit unsacked containers, bundles, 

on a dock they would face a pretty large increase. I 

think under POIR 19 the maximum increase under the 

Postal Service proposal was 44 percent. So people 

facing that kind of an increase would certainly have 

an incentive to palletize moreso than under our rates 

in those situations of small numbers of pieces in 

sacks. 

Q Now, under the proposed 85 cent container 

charge that is proposed by the Postal Service and 

given the 24 Giece minimum per sack rule, the rule 
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requiring 24 pieces per sack that you referred to, the 

maximum per piece container charge would be about 3 . 5  

cents. Is that correct? 

A Assuming what? 

Q The rule requiring 24 pieces minimum per 

sack. 

A Well, there are situations where you can 

still have less than that. I think the Postal 

Service's rule is certainly designed to have larger 

sack sizes, but there could be those people who we 

mentioned in t h i s  answer to this interrogatory who 

would face a larger increase because their average 

number of pieces per sack was less than 24, so there 

still dill be situations where there are people who 

are facing a larger increase and that's what we were 

trying to avoid. 

Q If the proposed container charge were 

adjusted so that it was 50 cents rather than 85  cents 

that would also limit the potential rate increase that 

mailers in small sacks would face. Is that a fair 

statement? 

A It would diminish the incentives to either 

create pallets or larger containers. 

Q Did you consider in the process of 

formulating the MPA proposed rate design proposing a 

Heritage Reporting Corporation 
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smaller container charge in combination with a smaller 

pallet discount? 

A No. As you can see here we considered what 

would happen if. you increased the container charge and 

the difficulty was that you started to get some 

increases for small publications that were larger than 

we thought the Commission might be comfortable with, 

and so by doing aur set of pallet discounts we were 

able to avoid those high end increases. 

We considered the pass-through on the 

container charge of 50 cents would be quite small and 

it really wouldn’t start to reflect the cost 

differences. 

Q What if it were combined with a per piece 

pallet discount? 

A Did not look at that possibility. 

Q Is that a potentially feasible possibility 

at least in theory? 

A Well, I don’t think that the two could be 

used in conjunction. What we have with our pallet 

discounts is a set of discounts that recognize the 

affect of the cantainer, so we’re offering it as a 

substitute for the container charge. The 2.7 cents is 

about a pass-through of three cents I think is the 

calculation that Witness Glick had. 
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For origin sacks I think it could be even 

four or five cents for a sack. So this seemed like 

the direct route of getting to adequate recognition of 

the cost differences between sacks and pallets, 

encouraging five digit pallets as well, which we know 

the Postal Service would like to have, and mitigating 

the upper end impact. 

we thought was arz increased incentive and avoidance of 

rate shock, so it seemed like the right thing to do. 

MR. BERGIN: Thank you. I have no further 

So this really got us to what 

questions at this time. 

CHAIF.MAN OMAS: Thank you, Mr. Bergin. 

Is there anyone else who wishes to cross- 

examine Witness Cohen? 

(No response. ) 

CHAIRMAN OMAS: Are there any questions from 

the bench? 

MR. RUBIN: The Postal Service has a few 

questions. 

CHAIRMAN OMAS: I'm sorry, Mr. Rubin. 

MR. RUBIN: Thank you. 

CROSS-EXAMINATION 

BY MR. RUBIN: 

Q Good morning, Ms. Cohen. I'm David Rubin 

for the Postal Service and I have just a few questions 
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about the five digit pallet discounts that MPA has 

proposed. 

A Okay. 

Q Does creating a five digit pallet require 

having a substantial amount of mail to a particular 

five digit destination? 

A Yes. I believe that today the five digit 

pallets have 1,100 pieces on them on average, so I 

think there is a fair amount of volume that would be 

put on that pallet. 

Q Do you think that the five digit pallet 

discount that MPA Fs proposing would have a 

significant impact on changing the behavior of small 

publications who currently don't use five digit 

pallets? 

A Yes, I do. I think that small publications 

who would get into a comail pool would be able to get 

some mail on five digit pallets. I think the degree 

of five digit pallets that you might see will vary. 

In some cases it could be modest and in other cases it 

could be large depending on the densities and the 

number of pieces that would be in a comail pool. I do 

think that it would bring five digit pallets to small 

mailers as well. 

Q Are you aware of any quantitative study of 
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the.impact of the five digit pallet discount on 

mailers? 

A On mailers or the Postal Service? You mean 

in terms of the benefit to mailers? 

Q I guess I ' m  referring to the impact on use 

of five digit pallets by mailers. 

A Well, there are not that many today which is 

why we felt that we could introduce this rate design 

element without having a significant upward push on 

any other rate because they're not that much in use 

and we thought looking forward with the FSS 

environment coming, the flat sequencing system, that 

the five digit pallets will be of tremendous value 

because that seems to be the kind of preparation that 

the Postal Service will want. 

So we thought that it was really good for 

the Postal Service and would encourage even larger 

comail pools. 

Q Would the five digit pallet discount apply 

to five digit pallets with relatively few pounds on 

them close to the pallet minimums? 

A As I say I think we felt pretty comfortable 

that with an average of 1,100 that you wouldn't get 

extremely small pallets. I think that I know of some 

providers that set at least a 300 pound minimum before 
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they will turn on the five digit pallets. I think 

that the size of the five digit pallets will grow once 

there is an incentive to create them. 

I mean, I think today even with no 

additional discount you are seeing some, so I think it 

would be an area where you could get more created and 

they would be larger. 

Q But you agree that the pallet discount would 

apply to any five digit pallets including smaller 

ones? 

A We h&ve not imposed a limitation. We had 

considered in terms of drop shipping as well. Almost 

90 percent are drop shipped today, so we thought we 

didn't need to impose any limits there either. 

Q Has MPA looked at the impact of having more 

five digit paliets including possibly some small ones 

on postal costs related to handling pallets? 

A Well, as I say I think looking ahead 

everything that I hear is that five digit preparation 

on pallets will be quite desirable. As well I 

referenced an aaswer from Witness McCreary that said 

that the Postal Service operational people find five 

digit pallets to be beneficial. 

MR. RUBIN: Thank you. That's all I have. 

CHAIRMAN OMAS: Thank you, Mr. Rubin. There 
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are no questions from the bench. 

Mr. Levy, would you like some time with your 

witness ? 

MR. LEVY: Just a couple of minutes, please? 

CHAIRMPN OMAS: Okay. Why don' t you take 

five minutes. 

MR. LEVY: Thank you. 

(Whereupon, a short recess was taken.) 

CHAIW4At-J OMAS: Mr. Levy? 

MR. LEVY: Thank you, Mr. Chairman. 

REDIRECT EXAMINATION 

BY Mk. LEVY: 

Q Ms. Cohen, you were asked a question about 

the cost of a sack and I think I heard you say 

something about three to five cents per piece? 

A The cost differential between the sacks and 

pallets is actually based on $3 per sack which 

translates into 7.5 cents per piece and as I said when 

I mentioned the $4 to $5 cost that was estimated by 

Witness Strahlberg previously for origin entered sacks 

which translates into 10 cents per piece in cost 

difference. 

Q Thank you. You were asked I believe by Mr. 

Bergin if you knew of any printers who currently do 

copalletizing or comailing for other printers' output. 
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A Yes, I do. 

Q Do you want to say anything further about 

that? 

A Yes. I wasn't sure that some of this was 

publicly known, but I ' m  told that actually it's 

publicly known that Quebecor World does accept 

products from other printers in is comail pool and 

that R.R. Donrielley does as well. Has an arrangement 

with Lane Press. Of course Fairington Transportation 

accepts output from multiple printers for its 

copalletization pool. 

MR. LEVY: Thank you. 

That's all I have, Mr. Chairman. 

CHAIRMAN OMAS: Thank you, Mr. Levy. 

Is there any re-cross? 

(No response. ) 

CHAIRMAN OMAS: Are there any questions from 

the bench? 

(No response. 1 

CHAIRMAN OMAS: There being none, Ms. Cohen, 

that concludes your testimony here today, and we 

appreciate your contribution to our case and you are 

now excused. Thank you. 

THE WITNESS: Thank you very much. 
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(Witness excused. 1 

MR. LEVY: Mr. Chairman, Mr. Straus has 

asked if Mr. Cavnar could go ahead of our next 

witness, Mr. Glick, and he's promised he won't ask Mr. 

Glick many questions, so I've agreed. The last part 

was a joke, but I have agreed. 

CHAIRMAN OMAS: Mr. Straus, would you please 

call your next witness? 

MR. STRAUS: Yes. American Business Media 

calls to the witness stand Mr. Nick Cavnar. 

CHAIRWAN OMAS: Mr. Cavnar, would you raise 

your right hand. 

Whereupon, 

NICHOLAS CAVNAR 

having been duly sworn, was called as a 

witness and was examined and testified as follows: 

(The document referred to was 

marked for identification as 

Exhibit No. ABM-T-1.) 

DIRECT EXAMINATION 

BY MR. STRAUS: 

Q Mr. Cavnar, if your testimony that you filed 

were to be filed today would it be the same as filed? 

A Yes, it would. 

MR. STRAUS: Mr. Chairman, I'm going to hand 

Heritage Reporting Corporation 
(202) 628-4888 



1 

8 

9 

10 

11 

12 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

0 

10232 

two copies of MI-. Cavnar’s prepared direct testimony 

to the reporter. 

CHAIRMAN OMAS: Are you moving it into 

evidence? 

MR. STRAUS: Yes. 

CHAIRMAN OMAS: Is there any objection? 

(No response. ) 

CHAIKMAN OMAS: Hearing none I will direct 

counsel to provide two copies of the corrected direct 

testimony of Nicholas Cavnar. 

received into evidence. However, as is our practice 

it will not be transcribed. 

That testimony iS 

(The document referred to, 

previously identified as 

Exhibit No. ABM-T-1, was 

received in evidence.) 

CHAIRMAN OMAS: Mr. Cavnar? 

THE WITNESS: Yes? 

CHAIRMAN OMAS: Have you had an opportunity 

to examine the material presented to you this morning? 

THE WITNESS: I have. 

C H A I W  OMAS: The packet of questions? 

MR. STRAUS: There is no written cross- 

examination for this witness. There were questions 

that directed to American Business Media which were 
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responded to and I believe the Commission has 

designated then, but they were not Mr. Cavnar's 

responses. 

CHAIRMAN OMAS: Okay. Then we can move to 

oral cross. There is one request for oral cross. 

Mr. Keegan? 

MR. KEEGAN: Thank you, Mr. Chairman. 

CROSS-EXAMINATION 

BY MR. KEEGAN: 

Q Good morning, Mr. Cavnar. My name 1s 

Timothy Keegan ar,d I represent Time-Warner, Inc. 

Would you please refer to your testimony at page lo? 

Starting at line 1 you're discussing here 

the Postal Service's rate proposal for periodicals and 

you say I stress that American Business Media is not 

prepared at this time to endorse the rate design and 

each of its new components specifically the 

elimination of the pallet discount, the imposition of 

the container charge and the editorial drop ship 

discount as calculated by the Postal Service because 

their impact is not yet fully assessed. 

We understand that there are likely to be 

competing proposals submitted by other periodicals 

intervenors against which the Postal Service proposals 

should be measured. A final position must await 
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examination of all proposals. 

assuming that since intervenor testimony was filed on 

September 6 you have had occasion to review the Time- 

Warner and the MPA rate proposals? 

Would I be right in 

A The American Business Media, I mean, in this 

case I ’ m  speaking on behalf of the association, we 

have had some aeetings to attempt to review them, but 

I would say at this point we‘ve made some initial 

review of those proposals. 

Q Have  yo^ reached any conclusions at this 

point about the comparative merits of the three rate 

propmals? 

A No, we have not. 

MR. KEEGAN: All right. That’s all I have, 

Mr. Chairman. Thank you. 

C H A I h i  O W :  Thank you, Mr. Keegan. 

Is there anyone else who wishes to cross- 

examine the witness? 

(No response. ) 

CHAIRMAN OMAS: There being none, Mr. 

Cavnar, that ccmpletes your testimony here today. We 

appreciate your appearance and your contribution to 

our record. You are now excused. Thank you. 

THE WITNESS: Thank you. 

(Witness excused. ) 
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CHAIRMAN OMAS: I think we will now take an 

hour for lunch. We'll be back at 1:OO. 

Mr. Levy, we'll continue with your last 

witness, Mr. Glick. Thank you. 

(Whereupon, at 12:OO p.m., the hearing in 

the above-entitled matter recessed, to reconvene at 

1:OO p.m. this same day, Tuesday, November 7, 2006.) 

/ /  

/ /  

/ /  

/ /  

/ /  

11 

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

Heritage Reporting Corporation 
(202) 628-4888 



8 

9 

10 

11 

12 

13 

0 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

10236 

n E T E B N o Q N  S E S S L Q N  
(1:OO p.m.1 

CHAIRMAN OMAS: Mr. Levy, would you 

introduce your next witness, please? 

MR. LEVY: Yes. Thank you, Mr. Chairman. 

Our next witness for Alliance of Nonprofit Mailers and 

Magazine Publishers of America, Inc. is Sander Glick. 

CHAIFWW OMAS: Mr. Glick, would you please 

stand. 

Whereupon. 

SANDER A. GLICK 

having been duly sworn, was called as a 

witness and was examined and testified as follows: 

(The document referred to was 

marked for identification as 

Exhibit No. MPA/ANM-T-2.) 

DIRECT EXAMINATION 

BY MR. L E W :  

Q Mr. Glick, you have before you two copies of 

a document marked MPA/ANM-T-2? 

A Yes. 

Q Have you reviewed those two copies? 

A I have. 

Q Is that your testimony in this proceeding 

for MPA and ANM? 

Heritage Reporting Corporation 
(202) 628-4888 
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A Yes. 

Q It was prepared by you or under your 

supervision? 

A Yes, it was. 

Q Do you have any changes you want to make to 

the prefiled testimony? 

A N o .  

Q You adopt it as your testimony? 

A Yes. 

MR. LEVY: Mr. Chairman, I will approach the 

reporter with the two copies, ask that MPA/ANM-T-2 be 

admitted into evidence and I would also ask that the 

four supporting Category I1 library references, 

MPA/ANM-LR-i thraugh MPA/ANM-LR-4. be admitted into 

evidence. 

CHAIRMAN OMAS: Without objection? 

(No response. ) 

CHAIRMAN OMAS: Hearing none, Mr. Levy, 

please provide the reporter with two copies of the 

corrected direct testimony of Sander Glick. That 

testimony is received into evidence. However, as is 

our practice it will not be transcribed. 

/ /  

/ /  

/ /  
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(The document referred to, 

previously identified as 

Exhibit No. MPA/ANM-T-2, was 

received in evidence.) 

CHAIRMAN OMAS: Mr. Glick, have you had an 

opportunity to examine the packet of designated 

written cross-examination that was made available to 

YOU? 

THE WITNESS: Yes, I have. 

CHAIRMAN OMAS: If the questions contained 

in that packet were posed to you orally today would 

they be the same as those you provided previously in 

writing? 

THE WITNESS: Yes, they would be. Yes. 

CHAIRMAN OMAS: All right. Are there any 

additions or corrections you'd like to make to those 

answers? 

THE WITNESS: NO. 

CHAIRMAN OMAS: Without objection, counsel, 

would you please provide two copies of the corrected 

designated written cross-examination of Witness Glick 

to the reporter. That material is received into 

evidence and is to be transcribed into the record. 

/ I  

11 
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(The document referred to was 

marked for identification as 

Exhibit No. MPA/ANM-T-2 and 

was received in evidence.) 

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

Heritage Reporting Corporation 
(202) 628-4888 



10240 

'' 0 BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 2006 Docket No. R2006-1 

DESIGNATION 3 F  WRITTEN CROSS-EXAMINATION 
OF MAGAZINE PUBLISHERS OF AMERICA, INC. AND 

ALLIANCE OF NONPROFIT MAILERS 
WITNESS SANDER GLICK 

(MPNAN M-T-2) 

lnterroqatories 

American Business Media ABMIMPNANM-T2-1-10, 12, 14-15, 17, 24-26, 28- 
42, 44-46. 48-49 
MHIMPNANM-T2-1-2, 8 
USPSIMPNANM-T2-20-22, 25-27 

McGraw-Hill Companies, Inc.. The MHIMPNANM-T2-1-5, 7 

United States Postal Service 0 ABMIMPNANM-T2-1-5, 7-15, 17, 24-26, 28-29, 
31-34, 36-39,41,44,48-49 
MHIMPNANM-T2-2-4. 7 
USPSIMPNANM-T2-1. 3-7, 10-21,23, 27, 29-31, 
34-36, 38-41 

Respectfully submitted, - 
h G . . - - L -  
Steven W. Williams 
Secretary 

0 



10241 

INTERROGATORY RESPONSES OF 
MAGAZINE PUBLISHERS OF AMERICA, INC. AND ALLIANCE 

OF NONPROFIT MAILERS 
WITNESS SANDER GLICK (T-2) 

DESIGNATED AS WRITTEN CROSS-EXAMINATION 

lnterroqatoq 

ABMIMPNANM-T2-1 
AB MI M PNAN M-12-2 
ABM/MPNANM-T2-3 
ABMIMPNANM-T2-4 
ABMIMPNANM-T2-5 
ABMIMPAIANM-T2-6 
ABMIMPAIANM-T2-7 
ABMIMPNANM-T2-8 
ABMIMPNANM-T2-9 
ABMIMPNANM-T2-10 
ABMIMPNANM-T2-11 
ABWMPAJANM-T2-12 
ABMIMPAJANM-T2-13 
AB MIMPNAN M-T2- 1 4 0 ABMIMPAIANM-T2-15 
ABMIMPNANM-T2-17 
ABMIMPAJANM-T2-24 
ABMIMPNANM-T2-25 
ABMIMPAIANM-T2-26 
AB WM PNAN M-T2-28 
ABMIMPAJANM-T2-29 
ABMIMPAIANM-T2-30 
ABMIMP#ANM-T2-31 
ABMIMPNANM-T2-32 
ABMIMPNANM-T2-33 
ABMIMPNAN M-T2-34 
ABMIMPAIANM-T2-35 
ABWMPAIANM-T2-36 
ABMIMPNANM-T2-37 
ABMIMPNANM-T2-38 
ABMIMPAIANM-T2-39 
ABMIMPAIANM-T2-40 0 

Desiqnatinq Parties 

ABM, USPS 
ABM, USPS 
ABM. USPS 
ABM, USPS 
ABM, USPS 
ABM 
ABM. USPS 
ABM, USPS 
ABM, USPS 
ABM, USPS 
USPS 
ABM, USPS 
USPS 
ABM, USPS 
ABM, USPS 
ABM, USPS 
ABM, USPS 
ABM, USPS 
ABM, USPS 
ABM, USPS 
ABM, USPS 
ABM 
ABM, USPS 
ABM, USPS 
ABM, USPS 
ABM. USPS 
ABM 
ABM, USPS 
ABM, USPS 
ABM, USPS 
ABM, USPS 
ABM 



10242 

lnterroqatory 

ABMIMPAIANM-T2-41 
ABM/MPAIANM-T2-42 
ABMIMPAIANM-T2-44 
ABMIMPAIAN M-T2-45 
ABMlM PAIANM-T2-46 
ABMlM PAIANM-T2-48 
ABMIMPAIANM-T2-49 
MHIM PAIANM-T2-1 
MHlMPAJANM-T2-2 
M HIM PAIANM-T2-3 
MHlM PAIAN M-T2-4 
MHIMPAIANM-T2-5 
MHlM PAIANM-T2-7 
MHIMPAIANM-T2-8 
USPSIMPAIANM-T2-1 
USPSIMPAIANM-T2-3 
USPSIMPAIANM-T2-4 
USPSIMPAIANM-T2-5 
USPSIMPAIANM-T2-6 
USPSIMPAIANM-T2-7 
USPSIMPAIANM-T2-10 
USPSIMPAIANM-T2-11 
USPSIMPAIANM-T2-12 
USPSIMPAIANM-T2-13 
USPSIMPAIANM-T2-14 
USPSIMPAIANM-T2-I 5 
USPSIMPAIANM-T2-16 
USPSIMPAIANM-T2-17 
USPSIMPAIANM-T2-18 
USPSIMPAIANM-T2-19 
USPSIMPAIANM-T2-20 
USPS/MPAIANM-T2-2 1 
USPSIMPAIANM-T2-22 
USPSIMPAIANM-T2-23 
USPSIMPAJANM-T2-25 
USPSIMPAJAN M-T2-26 

Desianatina Parties 

ABM. USPS 
ABM 
ABM, USPS 
ABM 
ABM 
ABM, USPS 
ABM. USPS 
ABM, McGraw-Hill 
ABM, McGraw-Hill, USPS 
McGraw-Hill, USPS 
McGraw-Hill. USPS 
McGraw-Hill 
McGraw-Hill. USPS 
ABM 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
ABM, USPS 
ABM, USPS 
ABM 
USPS 
ABM 
ABM 



-- e lnterroaatory 

USPSIMPNANM-T2-27 
USPSIMPNANM-T2-29 
U SPSIMPNAN M-T2-30 
USPSIMPAIANM-T2-31 
USPSIMPAIANM-T2-34 
USPSIMPAIANM-T2-35 
USPSlM PAIANM-T2-36 
USPSIMPAIANM-T2-38 
USPS/MPA/ANM-T2-39 
USPSIMPAIANM-T240 
USPS/MPAlANM-T2-41 

10243 

Desianatina Parties 

ABM. USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 
USPS 



10244 

RESPONSE OF MPAlANM WITNESS GLICK 
TO ABM INTERROGATORY ABMIMPAlANM-T2-1 

ABMIMPNANM-T2-1. 
line I O .  

Please define “very large” as you use the term on page 2, 

RESPONSE 

I do not have an exact number in mind, but 1 view a “very large“ rate increase as 

one that is much more than 10 percentage points above the average Periodicals 

Outside County rate increase. 
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RESPONSE OF MPNANM WITNESS GLICK 
TO ABM INTERROGATORY ABMIMPNANM-T2-2 

ABM/MPA/ANM-T2-2. You state at page 2, lines 21 through 24, that the percentage 
increase faced by Periodicals mailers who engage in what you call "efficient practices" 
would be larger under the Postal Service's proposal than the percentage increase faced 
by those who do not engage in these practices. 

(a) Is this statement intended to support the notion that the "incentives" to engage in 
these practices should be larger than proposed by the Postal Service? 

(b) Do you agree that acceptable definitlon of "incentive" is "that which incites to 
action"? If not, please provide your definition. 

(c) Please explain whether, and if so why, you believe that the Postal Service should 
provide rate "incentives" for co-palletizing andlor co-mailing to those who already 
engage in these practices. 

(d) If the Postal Service were to provide 'incentives" to those who already co-mail or 
co-palletize, what forms should those incentives take? 

(e) Assume that there is a Periodicals mailer that is now capable of co-mailing or co- 
palletizing. but does not. Is it true that under the Postal Service's proposal, the 
percentage increase for such a mailer would be larger if it chooses to co-palletize or co- 
mail than if it chooses not to engage in either of these practices? 

(f) Assume the existence of two Periodicals mailers, each of which mails a Periodical 
weighing eight ounces with 50% editorial content and distribution spread throughout the 
country. Assume further that mailer A now co-palletizes and drop ships, but mailer B 
mails in origin-entered sacks. (i) Is it your testimony that, as a general rule, the Postal 
Service's proposal would impose a higher percentage increase on mailer A than on 
mailer B. (ii) Is it your testimony that, as a general rule, the Postal Service proposal 
would impose a greater cents-per-copy increase on Mailer A than on Mailer B? 

(9) Do you agree that the rate design you support. by increasing the "incentives" to 
those who now mail in sacks, would also increase the discount to mailers who already 
mail on drop shipped pallets? If not, why not? 
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RESPONSE OF MPNANM WITNESS GLICK 
TO ABM INTERROGATORY ABMIMPNANM-T2-2 

RESPONSE 

(a) Yes. 

(b) Your proposed definition-"that which incites to action"-is not exactly 

what I intended. The following ciefinitions capture more fully the concept I had in mind: 

"something that incites or tends to incite to action or greater effort, as a reward 
offered for increased productivity." Dictionary.com. Dictionary.com Unabridged 
(v 7 3 . 1 ) .  Based on the Random House Unabridged Dictionary, 0 Random 
House, Inc. 2006. httP://dictionarv.reference.com/search?a=incentive. 

"a positive motivational influence." Dictionary.com. WordNet@ 2.0, Princeton 
University. htto://dictionarv.reference.com/search?q=incentive. 

(c) Yes. Principles of economic efficiency, including the Efficient Component 0 
Pricing Rule, indicate that rate incentives for co-mailing and co-palletization should 

reflect the costs that the Postal Service would avoid from one more unit of co-mailing or 

co-palletization-i.e., the marginal unit. An individual mailer will respond to these price 

signals by co-mailing and co-palletizing when the benefits to the mailer (including the 

rate discounts offered by the Postal Service) from one additional unit of co-mailing or 

palletization exceed the costs to the mailer. Stated otherwise, the efficient pricing 

signals are designed to influence mailer behavior for the marginal piece of mail. 

Not all mail that can be co-mailed or co-palletized is at the margin, of course. For 

some mail, even deeper discounts for co-mailing and co-palletization will be too small to 

compensate for the additional costs to the mailer. For other mai l i .e. ,  the mail to which 

http://Dictionary.com
http://Dictionary.com
httP://dictionarv.reference.com/search?a=incentive
http://Dictionary.com
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RESPONSE OF MPAlANM WITNESS GLICK 
TO ABM INTERROGATORY ABMIMPAlANM-T2-2 

your question alludes-even smaller discounts would suffice to incent the desired 

worksharing. As noted above, however, economic efficiency focuses on behavior at the 

margin. 

Further, if no rate incentive [i.e., postage discount) were offered to mailers that 

already co-palletize and co-mail, it is likely that many of these mailers would stop 

engaging in these practices. 

(d) Worksharing discourits. Subject to any tempering thought appropriate to 

avoid undue rate shock, the Commission should set discounts for co-mailing and co- 

palletizing equal to the costs that the Postal Service avoids from these activities. See 

also my response to part (c). 0 
(e) While I cannot say for sure without more information, the percentage 

increase in postage for this publication assuming that the publication is mailed "solo" is 

likely to be similar to or lower than the percentage increase in postage that the 

publication would experience if commingled and dropshipped. To be clear, the 

percentage increases to which I am referring assume "constant mail mix.'' The 

percentage increase for the solo mailing compares current and proposed postage 

based upon its characteristics as a solo mailing. The percentage increase if 

commingled compares current arid proposed postage based upon its characteristics as 

a "commingled" mailing. 

(f)(i) I am unsure how you define "a general rule." But if the only difference 
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TO ABM INTERROGATORY ABM/MPA/ANM-T2-2 

between Mailer A and Mailer B is that Mailer A commingles and dropships, Mailer A will 

often receive a similar or larger percentage increase than Mailer B under the Postal 

Service proposal. 

(f)(ii) No. 

(9) Yes. Please also see my responses to parts (c) and (d). 
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RESPONSE OF MPMANM WITNESS GLICK 
TO ABM INTERROGATORY ABMIMPAIANM-T2-3 

ABM/MPMANM-T2-3. In your opinion, is it easier today for Periodicals to achieve co- 
palletization or to achieve co-mailing? Why? 

RESPONSE 

Whether co-palletization is easier than co-mailing, or vice versa, depends on the 

circumstances of a particular publisher. For some publishers, co-palletization is easier. 

For example, I understand that publications in a co-mail pool currently must have similar 

trim sizes, and that polywrapped and non-polywrapped publications cannot be co- 

mailed together. For other 

publications, these requirements are not important constraints. 

Neither of these restrictions apply to co-palletization. 
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RESPONSE OF MPAIANM WITNESS GLICK 
TO ABM INTERROGATORY ABMIMPAIANM-T2-4 

ABM/MPAIANM-T2-4. Do you believe that "most plant managers" would "welcome" 
mail on 1,500 pound pallets more than mail on 500 pound pallets? Why? 

RESPONSE 

All else being equal, yes. The heavier pallets have lower per-pound pallet 

handling costs. 
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RESPONSE OF MPAlANM WITNESS GLICK 
TO ABM INTERROGATORY ABMIMPAIANM-T2-5 

ABMIMPAIANM-T2-5. Do you believe that "most plant managers" would 'welcome" flat 
mail that is contained in an envelope more than flat mail with one bound edge and blow- 
in cards? Why? 

RESPONSE 

I have not analyzed the relative ease of processing enveloped and non- 

enveloped flats with blow-in cards, but that sounds possible because plant managers 

might be concerned that a blow-in card could fall out of the non-enveloped flat and 

potentially cause processing problems. 
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RESPONSE OF MPAlANM WITNESS GLlCK 
TO ABM IrJTERKOGATORY ABM/MPAIANM-T2-6 

ABMIMPAIANM-T2-6. Please explain in detail why witness McCrery's statement, 
which you quote at page 5, lines 17-18, that plant managers would "welcome" 5-digit 
pallets is a relevant ratemaking criterion. 

RESPONSE 

Plant managers are likely to welcome these pallets because flats entered on 5- 

Digit pallets should cost the Px ta l  Service less to process than other flats. The cost 

savings are relevant to ratemaking factor 6 -- "the degree of preparation of mail for 

delivery into the postal system performed by the mailer and its effect upon reducing 

costs to the Postal Service." I discuss these cost savings on pages 28 through 30 of my 

testimony, MPNANM-T-2. 0 



RESPONSE OF MP IM WITNESS GLICK 
TO ABM INTERROGATORY ABMIMPAIANM-T2-7 

ABM/MPA/ANM-T2-7. With respect to your proposed shill of a portion of the editonal 
benefit from the piece to the pound rates, (a) would relatively light or relatively heavy 
Periodicals benefit, and (b) at what weight 'breakpoint- would this shiH occur? 

RESPONSE 

The purpose of this shift was not to benefit light or heavy publications, but to limit 

the increase in the unzoned editorial pound rate. Moreover. this shift would not affect 

the proportion of revenue that is obtained from the piece or pound side, and thus would 

not favor either light or heavy Periodicals, on average. The shift. however, would have 

the incidental effect of benefiting heavier-than-average, high-editorial publications and 

lighter-than average, low-editorial publications. The average Outside County periodical 

0 weighs approximately seven ounces. 

10253 
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RESPONSE OF MPNANM WITNESS GLICK 
TO ABM INTERROGATORY ABMIMPNANM-TZ-8 

ABMIMPAIANM-TZ-8. With respect to Table 2 a1 page 9. please state: (a) how the 
seven publications were selected, (b) where and by what printer the seven publications 
are printed, (c) whether each of the publications is today (i) palletized. (ii) co-palletized. 
(iii) co-mailed, or (iv) drop shipped. (d) how you calculated the before and after rate 
increase postage assuming origin entered and co-mailedldrop shipped, and ( e )  the 
before and after cents per copy postage assuming origin entry and assuming co- 
mailedldrop shipped. 

RESPONSE 

(a) We used an ad hoc process to find a combination of publishers and printers 

that would (1) provide the necessary data in a timely manner: and (2) allow MPA and 

ANM to use the data. 

(b) Harper's and interweave Knits are prirted by CuadlGraphics in Wisconsin 

I understand that the specific plant where they are printod could vary from issue lo 

issue. The other five titles are printed by Quebecor World in St. Cloud, MN. and 

Lincoln, NE. 

(c) All seven publications are currently being co-mailed and dropshipped. 

(d) QuadlGraphics and Quebecor World provided me with mail characteristics 

information for these publications. Based upon these dats, I calculated postage under 

current and proposed rates. My calculations are shown in MPNANM-LR-4. 

(e) Cents per piece postage can be calculated by dividing postage figures 

from MPNANM-LR-4, which has been filed pursuant to a motion for protective 

conditions, by the pieces per issue figures in Table 2 of my testimony. 
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RESPONSE OF MPNANM WITNESS GLICK 
TO ABM INTERROGATORY ABMIMPAIANM-T2-9 

ABMIMPAIANM-T2-9. With reference to Table 2 at page 9 and the testimony at page 
9, lines 11-17, is it your testimony that any of the seven publications that are origin 
entered today would pay a greater percentage increase under the Postal Service’s 
proposal if they co-mailed and drop shipped than if  they did not? If so, please explain 
and provide the necessary data to support your conclusion. 

RESPONSE 

As mentioned in response to ABM/MPAIANM-T2-8(c), none of these publications 

are origin entered today. Table 2 of my testimony compares the percentage rate 

increases for these publications if comailed and dropshtpped with the percentage rate 

increases if origin-entered as a “solo” mailing. 



10256 

RESPONSE OF MPNANI WITNESS GLlCl 
TO ABM tNTERROGATORY ABMIMPNANM-TZ-IO 

ABMIMPAIANM-TZ-10. Assume that an electric utility has time-of-day rates to 
encourage off-peak usage. Assume further that this utility now charges 10 cents per 
kWh during the on-peak hours and 4 cents per kWh during the off-peak hours. Assume 
that the utility seeks to increase its rates, such that the on-peak rate would increase by 
10% (to 11 cents) and the off-peak rate would increase by 15% (to 4.6 cents). 

(a) Please confirm that, in this scenario, the percentage increase for the "behavior" 
that the utility wishes to encourage will be greater than the percentage increase for the 
"behavior" that it wishes to discourage. 

(b) Please confirm that, in this scenario, the actual cost differential between on-peak 
and off-peak energy would increase by 6.7% (from 6 cents to 6.4 cents). 

(c) Would it be "perverse" (testimony at 2. line 25) or "anomalous" (testimony at 9. 
line 11) for a utility to increase its rates as stated in the example if its goal is to increase 
its revenue while maintaining or increasing the incentive for switching from on-peak to 
off-peak usage? Explain your answer. 

(d) If the utility in the example has a customer that, by virtue of the nature of its use, 
consumes electric energy only at night during the off-peak hours, is it appropriate, or 
would it be "anomalous." for the utility or the regulator to provide this customer with an 
"incentive" to purchase during the off-peak hours? Explain. 

RESPONSE 

(a) Confirmed, 

(b) Confirmed, 

(c) The answer depends on the circumstances. The scenario appears to 

achieve the two specified goals. However, assume further that the utility's cost 

differential between on-peak and off-peak energy is ten cents per kWh (as compared to 

the 4-cent rate difference) and that the utility wants to better align its rates with its costs, 
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TO ABM INTERROGATORY ABMIMPAIANM-T2-10 

but constrain the maximum percentage rate increase experienced by its customers. 

With these additional assumptions, the pricing proposal hypothesized in your question 

would be anomalous and perverse. The utility could better align rates with costs while 

still constraining the rate increase for all users to 15%. 

(d) Charging a lower-cost user a lower rate is appropriate. Absent some 

practical and lawful way to pricediscriminate between those ratepayers who would 

engage in a particular form of cost-saving behavior regardless of price. and those who 

would do so only with a rate differential that recognizes the resulting cost savings to the 

supplier, economic efficiency indicates that the supplier should offer the relevant rate 

incentives to all of its customers. Further, as a matter cf fairness, i t  seems appropriate 

to offer a lower price to a lower-cost user. 
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TO ABM INTERROGATORY ABMIMPNANM-T2-11 

ABM/MPNANM-T2-11. Please explain why 'a way Io analyze whether a rate design 
proposal encourages" a certain type of mail preparation is "to compare the postage 
incentive for performing these activities under the proposed set of rates with the 
incentive provided by the current rates." (testimony at 9. lines 12-15), rather than to 
compare the postage savings resulting from performing those activities with the cost of 
performing them? 

RESPONSE 

Principles of economic efficiency, including the Efficient Component Pricing Rule. 

indicate that the rate differentials should reflect the Postal Service's cost savings from 

the mailer behavior, not the costs of each mailer (which neither the Postal Service nor 

the Commission are in a position to know), Individual mailers will then compare the 

resulting rate schedule with their own costs, and respond to the Postal Service's price 

signals by engaging in co-mailing, co-palletizing and other optional behavior when, but 

only when, the incremental costs of this behavior are smaller than the rate incentives. 

Price signals that reflect the supplier's cost saving5 thus will encourage efficient 

behavior by its customers without requiring the supplier to know the customers' costs. 

One fact is clear, however: a larger discount for performing an activity provides 

more encouragement to do it. For example, a publisher for which the cost of performing 

one more unit of an activity is more than three cents, but less than four cents, will 

perform the activity if a four-cent discount is offered but not if the discount is only three 

cents. 
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ABM/MPA/ANM-T2-12. Please confirm that companng "the postage incentive for 
performing these activities under the proposed set of rates with the incentive provided 
by the current rates" (testimony at 9, lines 12-15) provides only a way to compare the 
level of incentive in the current rates with the level of incentive in the proposed rates, 
not whether incentive is adequate. If you cannot confirm. please explain. 

RESPONSE 

Confirmed. To know whether an incentive is adequate to change a particular 

mailer's behavior, one must know that mailer's costs To know whether an incentive is 

adequate to satisfy the Efficient Component Pricing Rule, however, one need only know 

whether the incentive recognizes the full cost savings to the Postal Service from the 

mailer activity. 0 
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ABMIMPNANM-T2-13. Assume that the Postal Service wished to provide an incentive 
t3 Periodical mailers to use DDU entry between 11:OO PM and midnight and, under 
current rates, offered a l/IO'h of a cent per piece rate incentive for doing so. 

(a) If the Postal Service proposed to increase (he incentive to 2/10ths of a cent per 
piece, please explain how this increase in incentive permits analysis of whether the rate 
design actually encourages the entry sought. 

(b) Please analyze whether the doubling of the incentive would encourage DDU 
entry between 11 :00 PM and midnight if you assume further that the cost to the mailer 
of such entry is 5 cents per piece. 

(c) Please confirm that an analysis of the efficacy of il discount to encourage entry of 
mail at a DDU between 11:OO PM and midnight requires information concerning the cost 
to the mailer of entering mail in this manner. 

RESPONSE 

(a) Increasing the incentive from 0.1 cents to 0.2 cents per piece will result in 

more DDU entry during the specified hour if there are some mailers with some mail for 

which the cost of DDU entry at this time is greater than 0.1 cent per piece but less than 

0.2 cent per piece. I do not know whether this is so :or the particular form of mailer 

behavior specified in your hypothetical question. 

(b) If the marginal cost of entering one more piece of mail at the DDU 

between 11:OO and midnight is 5 cents per piece, raising the discount from 0.1 cents to 

0.2 cents is unlikely to generate more volume, unless DDU entry during this hour 

provides the mailer with some other marginal benefits vdoith at least 4.8 cent per piece. 

(c) Not confirmed. Another way to determine the efficacy of a discount is to 
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offer it and measure the actual response. If the resulting volume is greater than zero, 

we can infer that the discount plus the other benefits to the mailer from DDU entry at the 

specified hour exceed the marginal costs to the mailer. 
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ABMIMPNANM-T2-14. With reference to Table 4 at page 11, where you provide 
selected data with respect to Periodicals analyzed by USPS witness Tang in Docket NO. 
C2004-1, please provide the percentage increases resulting from the MPNANM rate 
proposal for each of the publications analyzed by witn?ss Tang. 

RESPONSE 

The following table shows the percentage increases, assuming no change in mail 

preparation or other mailer behavior. As MPNANM witness Cohen discusses in her 

testimony, however, mailers have options for mitigating these impacts, and our rate 

proposal will increase the incentives for mailers to use those options. Finally, note that 

since USPS-LR-L-173 does not provide data on the number of pieces on 5digit pallets. 

I assumed that there are no pieces on 5-digit pallets in preparing the table. 
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136% 
MS 1 134% 
M6 112% 

28 M7 10 1% 
29 M8 

PlHL12 7 8 %  i 

PlHL14 6 9 %  i 

34 

PlHLl7 9 5% 
37 PlHLl8 j 11 7% 

PiHLig i 103% 
39 PlHLZO 1 96% 
40 PlHLZi 108% 
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'0  9% 
PlHM75 15 62- 

P l W . 4 7 6  - 106% 

1 PlHM78 
' PlHMI3 13 6% 

91 PIHMBO 1 5 4 %  , - 92 1 PlHM81 160X 

93 I PlHM82 8 4 %  -. 
94 1 PlHM83 ' 1ISY ; 

102 I PlHM91 I 156% I 
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PlLM52 

144 PlLM54 21 7% 
145 PlLM55 16 2% 
146 P1LM56 . 20.3% 

P1LM57 
148 
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ABMIMPNANM-T2-15. 
line 21. 

Please define "small" as you use that word on page 12, 

RESPONSE 

I was generally referring to publications defined in Tang's dataset (USPS-LR-L- 

173) as small, i.e., those with less than 15,000 Outside County pieces per issue. 



10269 

R2006-1 
RESPONSE OF MPNANM WITNESS GLICK 

TO ABMIMPNANM-T2-17 

ABM/MPNANM-T2-17. In response to ABMIMPNANM-T2-1, you state that you 
view as "very large" an increase that is "much more than 10 percentage points 
higher than the average Periodicals Outside County increase. 

(a) Do you have in mind how much more is "much more," and if so, what 
is that amount? 

(b) 
absolute sense? 

(c) If the average Periodicals Outside County rate increase were 50%. 
would an increase of 55% not be a "very large" increase, as you have used the 
term? 

Have you used the term "very large" in a relative rather than an 

RESPONSE 

(a) No. 

(b) Yes. 

(c) Correct. I would not view an increase of 55 percent as "very large" 

relative to an increase of 50 percent. Both of the increases in your hypothetical 

of course would be considered very large in cornparison with no rate increase at 

all. 
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TO ABMIMPAIANM-T2-24 

ABMIMPNANM-T2-24. You state in response to ABM/MPNANM-T2-2(c) that i f  
no rate incentive were offered to mailers that already co-palletize and co-mail. “it 
is likely that many of these mailers would stop engaging in these practices.” 

(a) Do the present rates provide -no rate incentive” to those who already 
co-palletize or co-mail? If your answer IS that present rates do in fact provide 
such incentives, please list the features of the present Periodicals rates that 
provide such incentives. 

(b) Do the rates proposed by the Postal Service provide “no rate 
incentive” to those who already co-palletize or co-mail? If your answer is that 
such proposed rates do in fact provide such incentives. please list the features of 
the USPS-proposed Periodicals rates that provide such incentives. 

(c) To your knowledge, has any party in this or any other case suggested 
that there should be no rate incentives available to Periodicals mailers thaf 
present their mail on pallets, rather than in sacks? If so, please explain. 

(d) Are there non-rate incentives. siich as less damage during 
transportation and processing, that are en,oyed by Periodicals mailers who 
present their mail on pallets, rather than sacks7 If so. please identify them. 

RESPONSE 

(a) Of course not. ABM/MPNANM-T2-2(c), however, appeared to 

posit such a scenario. The worksharing discoiir,ts in present Periodicals rates 

that are relevant to co-palletization are zoned advertising pound rates, per-piece 

dropship discounts, pallet discounts, and experimental co-pallet discounts. In 

addition to these, presort discounts provide an incentive to co-mail. 

(b) The worksharing discounts in the Postal Service-proposed rates 

that are relevant to co-palletization are zoned advertising pound rates, editorial 
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pound dropship discounts, per-piece dropship discounts, and the container rate 

In addition to these, presort discounts provide an incentive to co-mail. 

(c) No. 

(d) Yes. Putting periodicals on pallets rather than in sacks can reduce 

damage and, for some publications, improve service. 
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TO ABMIMPNANM-T2-25 

ABMIMPNANM-T2-25. You state in response to ABM/MPNANM-TZ-Z(d) that 
subject to "tempering thought appropriate to avoid undue rate shock." the 
Commission should set "discounts for co-mailing and co-palletizing that equal the 
costs that the Postal Service avoids from these activities." 

(a) Would your statement be equally true if 'palletizing" were substituted 
for "co-mailing and co-palletizing"? Explain. 

(b) Please identify the "discounts fgr co-mailing and co-palletizing" to 
which you refer? 

(c) Should the "discounts" for co-palletizing be less than, the same size as 
or greater than the "discounts" for palletizing? Explain the reasoning underlying 
your response. 

(d) Should discounts for worksharing always be equal to 100% of the 
Postal Service's avoided costs, except where deviation is necessary to avoid 
"undue" rate shock? If not, please list the other possible justifications for such 
deviation. 

(e) How should the Commission determine when an rate increase of a 
particular size will cause 'undue" rate shock? 

(f) Approximately what percentage of t5e mailers in a class, and if an 
appropriate standard, what percentage of the mail in a class would have to be 
facing "undue" rate shock in order to justify deviating from the 100% pass 
through of avoided costs? 

RESPONSE 

(a) Yes. Rate differences that reflect cost differences promote 

efficiency. 

(b) My responses to ABM/MPNANM-T2-24(a)-(b) discuss the 

discounts that are relevant for co-mailing and co-palietizing. 
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(c) The same size. All else being equal, the Postal Service's cost for 

handling a pallet is the same regardless of whether it contains a single 

publication or multiple publications. So the same discounts should apply. 

(d) Not necessarily. If cost savings estimates are found to be 

unreliable, a different passthrough may be justified. 

(e)-(f) These questions cannot be answered in the abstract. The 

Commission must use its judgment to make such determinations in light of the 

individual circumstances of each case. 
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TO ABMIMPAIANM-T2-26 

ABMIMPAIANM-T2-26. You agree in response to ABMIMPAIANM-TZ-Z(e) that. 
even though you can't say for sure, a publication now mailed "solo" is likely to 
reduce its percentage increase under the Postal Service's proposal if it begins to 
co-mail or co-palletize. compared with its increase if it continues to mail solo. 

(a) What further information would you require in order to provide an 
unequivocal response? 

(b) Can you identify a publication or even describe a plausible but 
hypothetical "solo" publication that would not face a lower percentage rate 
increase under the Postal Service's proposal by beginning to co-mail or co- 
palletize? If so, please describe its mailing characteristics. 

RESPONSE 

The question mischaracterizes my response to ABM/MPNANM-T2-2(e) 

My response explained the comparisons I was making, which I believed were 

responsive to your question. 

(a) The postage rate for a commingled publication will be lower than 

the postage rate that the publication would pay if mailed solo. Whether or not a 

publication can save money through commingling depends on the postage 

savings and the additional non-postage costs of commingling. To provide an 

unequivocal response on whether commingling will reduce combined postage 

and non-postage costs for a particular publication. I would need to know the 

specific billing determinants for the publication as a "solo" mailing and as a 

"commingled" mailing, and the additional non-postage costs for commingling. 
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(b) No. The Postal Service’s rate proposal appears to offer all solo 

publications lower postage rates by beginning to co-mail or co-palletize. Whether 

or not a publication can save money through commingling. however, also 

depends on the additional non-postage costs of commingling. Whether the 

reduction in postage would outweigh the additional non-postage costs would 

depend on the characteristics of the particular pool. 

For example, if the cost of commingling a publication is high (e.g.. i f  

significant transportation costs are required to reach the facility where the mail 

would be commingled) and the commingling would not allow the publication lo 

qualify for many more postage discounts, the publication may not reduce its 

costs by commingling. For example, under the USPS-proposed rates. it may be 

necessary to have 200,000 pieces in a co-palletization pool to upgrade mail 

sufficiently to make it cost effective. The minimum number of pieces in a pool to 

be cost effective would be lower under the MPAJANM proposal. 
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TO ABMIMPAIANM-T2-28 

ABMIMPAIANM-T2-28. In response to ABMlMPNANM-T2-4 through 6. you 
discuss what plant managers would "welcome," a concept you introduced in your 
testimony at page 5, lines 17-18. 

(a) Is the extent to which plant managers would "welcome" mail presented 
in a certain way an additional factor beyond cost, or is it simply one way to view 
what types of mail presentation might be lower cost than alternatives? 

(b) With respect to the comparison between flat mail in an envelope and 
flat mail with a single bound edge and blow-in cards (addressed in response to 
ABMIMPAIANM-T2-5), isn't i t  also true that the latter type of mail could present 
automation induction problems, such as torn covers, and other processing 
problems not found with mail enclosed in an envelope, such that plant managers 
would prefer that all flat mail be in envelopes? 

(c) Should the Postal Service charge less for flat mail in envelopes than 
for flat mail with one bound edge and blow-in cards. assuming all other mailing 
characteristics are identical? If so, why, and if not, why not? 

RESPONSE 

(a) I did not intend it to be a factor bebond cost. 

(b) Probably 

(c) Possibly. The answer depends on the magnitude of the additional 

costs imposed on the Postal Service by flat mail with one bound edge and blow- 

in cards. If the costs are significant, this form of rate deaveraging might be worth 

considering. Since there probably are not many periodicals mailed in envelopes, 

I doubt the "pushup" effect on non-enveloped periodicals would be large. 
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TO ABMIMPNANM-T2-29 

ABMIMPAIANM-T2-29. With reference lo your response to ABMIMPAIANM-T2- 
8 and to tables 2 and 3 in your testimony, please respond to the following: When 
you solicited the data that went into tables 2 and 3. did you limit your request only 
to publications that co-mail, and not to those that co-palletize? If so, why? 

RESPONSE 

Yes, for three reasons: 

(1) When Ms. Cohen and I requested data from Quad/Graphics and 

Quebecor World, we focused on obtaining data on co-mailed titles because I 

intended to analyze the co-palletized publications discussed by Ms. Tang in her 

response to MPNUSPS-T35-13. Ms. Tang later explained that her data were 

insufficient to analyze the incentive to co-palletize. See Response of USPS 

witness Tang to MPNUSPS-T35-28 (7 Tr. 1716). 

(2) My understanding is that QuadIGraplks and Quebecor World co- 

mail much more volume than they co-palletizs. 

(3) Developing the data required to perform the Tables 2 and 3 

analysis is a complicated task. I requested data from QuadlGraphics and 

Quebecor World because I was confident that they could accurately produce the 

required information. 
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TO ABMIMPAIANM-T2-30 

ABM/MPA/ANM-T2-30. With reference to your response to ABM/MPAfANM-T2- 
8 and to tables 2 and 3 in your testimony. please respond lo the following: In 
response to the request for the data, did you obtain data pertaining to only Ihe 
seven co-mailed publications shown on tables 2 and 3? If not. please provide 
data equivalent to the data in tables 2 and 3 and in MPA-ANM-LR-4 for all of 
those publications for which you obtained dala. (You may code the tilles i f  

necessary.) 

RESPONSE 

No. However, I cannot provide equivalent data for other publtcaltons 

because none of the other data provided by CuadlGraphics and Quebecor World 

pertained to individual publications. 
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TO ABMIMPWANM-T2-31 

ABMIMPAIANM-T2-31. With reference to your response to ABMIMPNANM-T2- 
8 and to tables 2 and 3 in your testimony, please respond to the following: 

(a) If you solicited data for both co-mailed and co-palletized 
publications but received data only for co-mailed publications, please provide an 
explanation of why the responses were limited. 

(b) 

(c) 

Did some publishers refuse access lo their data? If so. why? 

Did some printers refuse lo provide data? If so. why? 

RESPONSE 

(a) Ms. Cohen and I made general inquines related to co-pallelizalion 

after deciding not to undertake the Tables 2 and 3 analysis for Ms. Tang's co- 

palletization case studies. I did not receive sufficient data to perform the Tables 

2 and 3 analysis for co-palletized publications because the requests that we 

made were more general in nature than the data requests we made of 

QuadlGraphics and Quebecor World. Further, much of the containerization 

information I received was incomplete or appeared to be inaccurate. 

(b) No. 

(c) No. 
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TO ABMIMPAIANM-T2-32 

ABMIMPAIANM-T2-32. With reference to your response to AEMIMPNANM-T2- 
8 and to tables 2 and 3 in your testimony, please respond to the following: If you 
did not examine any publications beyond those in your tables. why did you 
examine only co-mailed publications and not-co-palletized publications? 

RESPONSE 

I did not perform the Tables 2 and 3 analysis for co-palletized publications 

for the reasons discussed in my responses to AEMIMPNANM-T2-29 and 

ABMIMPNANM-T2-31. This did not concern me because I was confident that 

the MPNANM rate design would increase the postage discount for co-palletizing 

and dropshipping periodicals more than would the USPS proposal. 
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ABMIMPAIANM-T2-33. With reference to your response to ABM/MPNANM-T2- 
8 and to tables 2 and 3 in your testimony, please respond to the following: Is it 
possible that the results for co-palletized publications would be different in 
meaningful ways than the results for co-mailed publicafions? Why? 

RESPONSE 

Yes, it is possible. Co-palletization does not merge pieces from multiple 

publications into the same bundles, and thus does not increase bundle 

presortation. Moreover, co-palletization is more likely than co-mailing to produce 

DADC-entered pallets, rather than DSCF-entered pallets. This is because co- 

palletization is more likely to generate ADC pallets. These two differences could 

cause different results in Tables 2 and 3 for co-mail and co-palletization. 

Nevertheless, the potential for these differences does not change the 

conclusion that the MPNANM proposal provides more incentive than the USPS 

proposal to co-palletize or co-mail periodicals. 

To illustrate better how these differences aiid similarities would affect the 

results shown in Tables 2 and 3, I have produced a modified version of 

MPNANM-LR-4 that simulates the impact of co-palletization on the publications 

shown in Tables 2 and 3. This modified version of the library reference will be 

filed under protective conditions as MPNANM-LR-5. 

The 'To-pal" billing determinants show? in MPNANM-LR-5 assume that 

bundle presort for these publications is the same as if mailed solo and that two- 
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thirds of the dropshipped pieces are entered at the DADC and the other one-third 

are entered at the DSCF. Below is a combined Table 2 and Table 3 for the 

Simulated Co-Pal scenario. As the combined table shows, the MPNANM 

proposal increases the incentives to co-palletize and dropship much more than 

does the USPS proposal. 

I have also supplied a version of Table 2 for the MPNANM proposal. A 

comparison of the two tables shows that the MPNANM rate increase is smaller 

than the USPS rate increase for all of the publications under the 'Co- 

palletization" scenario. Further, while the MPNANM proposal does produce 

larger increases than the USPS proposal for 'solc' mailings. all of the increases 

for "solo" mailings are within 7.5 percentage points of the subclass average. 

0 
Tables 2A and 3A 

(Simulated Co-Palletizatiorl Scenario) 
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,554.: ‘ 2  9% 102% 

23 632 ‘9 2X 36 5% 

33 637 13 0% 10 8% 

217676 12 0% 10 3% 

2? 760 16 2% 1 3 4 %  

Table 2 8  
(MPNANM Rates for Simulated Co-Palletization Scenario) 
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TO ABMIMPNANM-T2-34 

ABMIMP NM-T2-34. With reference to your response to ABMIMPAIANM-TZ- 
8 and to tables 2 and 3 in your testimony. please respond to the following: 
Please confirm that the increase in the number of carrier route presort pieces 
resulting from co-mailing shown in MPA-ANM-LR-4 would not have occurred If 

you had examined co-palletized pieces rather than co-mailed pieces. If you 
cannot confirm, please explain why. 

RESPONSE 

Confirmed. This result is shown in MPA-ANM-LR-5 

1028.1 
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TO ABM/MPNANM-T2-35 

ABMIMPAIANM-T2-35. With reference to your response to ABMIMPNANM-T2- 
8 and to tables 2 and 3 in your testimony, please respond to the following: If it 
were to be demonstrated that the MPNANM proposal would lead to greater 
percentage increases for a substantial number of co-pallefized publications than 
equivalent publications would experience as soto mail, would that be of concern, 
given your criticism (testimony at page 2. lines 21-24) that the USPS's proposal 
would cause larger percentage increases for those that engage in 'efficient" 
oractices than those who do not? 

RESPONSE 

Yes because it would suggest that I had not significantly increased the 

postage discounts offered for palletizing and dropshipping. Also, I would be 

more concerned if this occurred for publications that are co-palletized and 

dropshipped to the DADC or DSCF. Note that the tables presented in response 

to ABM/MPNANM-T2-33 suggest that this is not the case. 

Note also that the way to avoid such concern would be to increase 

dropship and palletization incentives more than I hbve proposed to do. Further, 

since I propose larger discounts for dropshipping and palletizing than the Postal 

Service, if the hypothesized scenario were true for the MPNANM proposal, the 

situation would likely be worse under the USPS proposal. So your hypothetical, 

if a reasonable representation of actual publications, would argue for the 

MPNANM proposal rather than the Postal Service proposal. 
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TO ABMIMPNANM-T2-36 

ABM/MPA/ANM-T2-36. With reference to your response to ABMIMPNANM-T2- 
8 and to tables 2 and 3 in your testimony, please respond to the following: Did 
you study the relative or absolute impacts of the MPNANM proposal on 
publications that are not now co-mailed (or cc-palletized) to determine whether 
the conclusion you draw from the analysis performed on presently co-mailed 
publications-that is, that the MPNANM proposal provides greater incentives for 
moving mail out of sacks than does the USPS proposal-would also apply to 
publications that are not now co-mailed or co-palletized? 

RESPONSE 

I did not perform the same analysis for oublications that are not now co- 

mailed or co-palletized because I did not know how they would be prepared as 

commingled mailings. However, the same conclusion-that the MPNANM 

proposal provides greater incentives for movino riail out of sacks than does the 

USPS proposal-will almost certainly apply tc those publications because I 

increased the most relevant postage discounts offered for performing these 

activities-i.e., the incentive to palletize, dropship. and presort to Carrier Route. 
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TO ABMIMPAIANM-T2-37 

ABMIMPAIANM-T2-37. With reference to your response to AEMIMPNANM-T2- 
8 and to tables 2 and 3 in your testimony, please respond to the following: 

(a) What percentage of the total pieces shown on tables 2 and 3 was 
mailed on 5-digit pallets in the co-mail mode? (ii) What percentage was mailed 
on %digit pallets for the six remaining publications if the publication with the 
single highest number on 5-digit pallets IS excluded from the calculation? 

(b) Did co-mailing permit each of the seven publications to place at least 
some of its pieces on 5-digit pallets? 

RESPONSE 

(a) I performed the requested calcclations excluding the one 

publication for which I do not have data on the number of pieces on 5-digit 

pallets. See my response to subpart (b) of this interrogatory. 

(i) Seven percent. 

(ii) Two percent. 

(b) Yes. MPNANM-LR-4 does show that one title had no pieces on 5- 

digit pallets. I understand that this publication does have some mail on 5-digit 

pallets, but I did not have an exact piece count. Because the exact piece count 

was unlikely to have a significant impact on my calculations, MPNANM-LR-4 

shows postage with the simplifying assumption that no pieces were on 5-digit 

pallets. 
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RESPONSE OF MPNANM WITNESS GLlCK 

TO ABMlMPNANM-T2-38 

Y. Rate Increase (MPNANM) 

solo Comail 

13.8% 12.1% 

ABMIMPAIANM-T2-38. With reference to your response to ABMIMPNANM-T2- 
8 and to tables 2 and 3 in your testimony, please respond to the following: If you 
can do so without violating any confidentiality agreements, please add columns 
to table 2 showing (i) the percentage increase for solo and (ii) the percenlage 
increase for co-mailed and drop shipped under the MPA proposal. If doing so 
would violate confidentiality agreements. please explain why you are able lo 
show the percentage increases under the Postal Service proposal but not under 
M PNANM's. 

Gas Engine 

Harpeh 

interweave Kniis 

Herb Companion 

Mother Earn News 

Natural Home and Garden 

RESPONSE 

15.6% 12.1% 

12.9% 6.8% 

13.8% 8.8% 

192% 17.1% 

12.0% 9.7% 

16.2% 12.4% 

See the table below. Similar to the finding for the To-palletization' 

scenario discussed in my response to ABMIMPAIANM-T2-33. the MPNANM rate 

increase is smaller than the USPS rate increase for all of the co-mailed 

publications. Further, while the MPNANM Jroposal does produce larger 

increases than the USPS proposal for "solo" inailings. all of the increases for 

"solo" mailings are within 7.5 percentage points of the subclass average 

Table 2C 

Percentage Rate Increases 
For Solo And Co-Mailings Under IdPNANM Proposal 
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Publication l i)  (ii) - 
Farm Collector 14X 86% 

Gas Engine tux 82% 

Herb Cornpanon 7% 93% 

Interweave Knits 25% 75% 

HBrpe(5 48X 52% 

- 

0 

0 

0 

R2006-1 
RESPONSE OF MPA/ANM WITNESS GLlCK 

TO ABMIMPAIANM-T2-39 

ABMIMPAIANM-T2-39. With reference to your response to ABMIMPAfANM-T2- 
8 and to tables 2 and 3 in your testimony. please respond to the following: For 
each publication in table 3. please state (I) what portion of the increased 
incentive results from the fact that MPNANM's proposal would produce lower 
rates than would that of the Postal Service for co-mailed and dropshipped pieces 
and (ii) what percentage results from the fact that MPAIANM's proposal would 
assess higher postage charges on pieces mailed solo. 

RESPONSE 

6% 

Mother Earth News 

Natural Home and Garden 
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R2006-1 
RESPONSE OF MPAlANM WITNESS GLICK 

TO ABMIMPAIANM-TZ4O 

AB IIMPAIANM-TZ-40. With reference to your r6sponse to ABMIMPAIANM-T2- 
8 and to tables 2 and 3 in your testimony. please respond to the following: 
Please identify specifically which data in each of the bvo charts in MPA-ANM-LR- 
4 is confidential, and which are not. 

RESPONSE 

I have been advised by counsel that the total postage and billing 

determinant data are confidential 
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RESPONSE OF MPAlANM WITNESS GLICK 

TO ABM/MPA/ANM-T2-41 

ABM/MPA/ANM-T2-41. With reference to your response to ABM/MPNANM-T2- 
8 and to tables 2 and 3 in your testimony. please respond to the following: Did 
you or MPNANM perform an analysis of the r3te impact on any publications 
other than those included in MPA-ANM-LR-4? If so. please provide the results of 
those studies. 

RESPONSE 

Yes. The table below provides the percentage increases under the 

MPNANM proposal and the USPS proposal for publications that provided me 

with post-24-sack-minimum-rule mail.dats in response to an informal request by 

MPA. The table indicates whether each title would be categorized as medium 

(15,000-100,000 pieces per issue) or large (>100.000 pieces per issue) 

according to Ms. Tang's definitions. 

Excluded from the table are publications that I analyzed based upon old 

maidat files (this is because the old data frequently are no longer accurate, e.g., 

a publication has since started commingling or dropshipping, or the data were 

based upon less than 24-piece sack minimums), publications for which I received 

only a postage statement and thus could estimate approximate postage only by 

making assumptions regarding containerization, and publications for which I was 

provided an erroneous mail.dat file. 

% Increase 
Size 

Number 
11.9% 14.0% 

12.1% 14.1% 

6.5% 
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40 
41 
42 

0 

0 

0 
Large 9.9% 8.5% 
Large 6.2% 4.5% 

Large 10.8% 8.8% 

R2006-I 
RESPONSE OF MPNANM WITNESS GLICK 

TO ABMIMPNANM-T241 
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0 

0 

10293 

R2006-I 
RESPONSE OF MPAJANM WITNESS GLICK 
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RZOO6-1 
RESPONSE OF MPAIANM WITNESS GLICK 

TO ABMIMPAIANM-T242 

ABMIMPAIANM-T2-42. With reference lo your response to ABMIMPNANM-TZ- 
8 and to tables 2 and 3 in your testimony. please respond to the following: In 
what form did printers QuadlGraphics and Quebecor World provide you with mail 
characteristic data for the seven publications in ycur tables (e.g., mail.dat files)? 

RESPONSE 

QuadlGraphics and Quebecor World provided the billing determinants 

required to calculate postage under current rates. USPS-proposed rates, and 

MPNANM rates in spreadsheet formats. 
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R2006-I 
RESPONSE OF MPAIANM WITNESS GLlCK 

TO AB MlMP AlA N M - T 2 4  

ABMIMPNANM-T2-44. Have you analyzed the impact on any other publications 
from application of the Time Warner rate proposal? If so, please provide the 
results. 

RESPONSE 

Yes. I analyzed the Time Warner proposal for a few publications. Below 

are the results. All of the titles for which I analyzed Time Warner's rate proposal 

have more than 100,000 pieces per issue. 

Rate Increase (Under Time Warner Proposal) 

Publication 1 (Based upon analysis of only one of multiple mail.dats) - 10.0% 
Publication 2 - 8.3% 
Publication 3 - 5.3% 
Publication 4 - 9.4% 
Publication 5 - 16.4% 
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R2006-1 
RESPONSE OF IVlPAlANM WITNESS GLICK 

TO ABMIMPAIANM-TZ4S 

ABM/MPAIANM-T2-45. In response to ABM/MPi\/ANM-T2-lO(d), you state that 
it would be "appropriate" and 'a matter of fairness' to charge the lower off-peak 
rate to an electric user who can use electricity only during off-peak hours. The 
question asked whether this particular user should be given an 'incentive- to use 
electricity during off-peak hours. Is it you: testimony that this user should be 
given an "incentive" as you defined that word in response to AEM/MPNANM-T2- 
2(b) or is it that this user should be charged a lower rate only because i t  
consumes lower-cost energy? Explain. 

RESPONSE 

Consistent with the definitions I provided in response to ABMIMPAIANM- 

T2-2(b), I stated in response to ABM/MPAIANM-T2-2(d) that the incentives I was 

referring to were discounts. Similarly, a lower rate is an incentive 



10297 

0 

0 

a 

R2006-1 
RESPONSE OF MPAIANM WITNESS GLICK 

TO ABMIMPAIANM-T246 

ABMIMPAIANM-T2-46. If a community or electric utility decides on October 1. 
2006, that it should provide an incentive, such as a cash payment, to all residents 
that replace low efficiency air conditioners with high-efficiency air conditioners, 
should it offer that same incentive to every resident that previously bought a high- 
efficiency air conditioner to replace a low-efficiency air conditioner? Why or why 
not? 

RESPONSE 

I cannot answer your question with the information provided. I am not an 

expert in electric utility rate regulation, and your hypothetical question does not 

identify the goals that the utility and its regulator(s) are seeking to satisfy 
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R2006-I 
RESPONSE OF MPNANM WITNESS GLICK 

TO ABMIMPNANM-T2-48 

ABMIMPAIANM-T2-48. In response to AB?JIIMPAIANM-T2-13(c), you state 
that. in addition to the method of confirmation sugyested in the question, one can 
determine the efficacy of a discount by offering it and measuring the response. 

(a) Confirm that with today's Periodicals rates, there are incentives to co- 
mail. 

(b) Confirm that some mailers have in fact commenced to co-mail in 
response to those incentives. 

(c) Confirm that some mailers that could co-mail have not begun to co- 
mail. 

(d) If an additional co-mail incentive is introduced. and the Postal Service 
determined that more mailers are co-mailing one year later, how will the Postal 
Service be able to determine how much of the increase in co-mailing. if any, 
resulted from the new incentive and how much of the increase, if any, resulted 
from a response, perhaps delayed for contractual or other reasons, to the original 
incentives? 

(e) If one wanted to estimate the efficacy of a worksharing discount 
before, as opposed to after, it is introduced, vrith that limitation can you confirm 
that an analysis of the likely efficacy requires information on the costs to mailers 
of performing the worksharing? If not, why not? 

RESPONSE 

(a) Confirmed. 

(b) Confirmed. 

(c) Confirmed, 

(d) The Postal Service could perform a statistical analysis or undertake 

a survey to isolate the impact of the increased discounts on co-mail volume. 
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R2006-1 
RESPONSE OF MPNANM WITNESS GLICK 

TO ABMIMPAIANM-T2-48 

(e) One would need a general sense of the costs to mailers of 

performing the worksharing. As you suggest in subparts (b) and (c) of this 

interrogatory, some mailers currently co-mail. while others capable of co-mailing 

do not. Unless the costs of co-mailing or discounts offered (e.g.. due to 

differences in advertising percentages) to these groups of mailers are 

significantly and uniformly different (as opposed to there being a distribution of 

costs), an increase in postage discounts will cause some mailers to begin co- 

mailing. 
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RESPONSE OF MPPJANM WITNESS GLlCK 

TO ABMIMPNANM-T2-49 

ABMIMPAIANM-T2-49. In response to ABMIMPNANM-T2-14, you provide a 
table showing the effect of applying your proposed rate increases on the 251 
publications in witness Tang's study. It appears that about 18% of those 
publications would experience increases of 19% or higher. 

(a) Is this result acceptable only because. as you state in the response. 
mailers have options for mitigating these impacts. or would that be acceptable 
even in the absence of such mitigation opportunity? Explain. 

(b) Please confirm that mitigation in the form of co-palletizing. co-mailing 
andlor drop shipping would impose costs on mailers. so that a complete measure 
of the financial impact of the MPA proposal on those publications that begin to 
employ these techniques would require data concerning the costs that they must 
pay for these services. If you cannot confirm. please explain why. 

(c) Are any of the publications in Ihe response now co-mailed or co- 
palletized? If so, which publications? 

RESPONSE 

(a) While there is no one correct answer on how much impact is 

acceptable, in Witness Cohen's and my judgrner.t, the rate increases that the 

MPNANM proposal would produce for the 251 pliblications would be acceptable 

even if there were no opportunity for mitigation. However, the strong likelihood 

that the MPNANM proposal will improve mail preparation increases the 

importance of making the rate design changes that Witness Cohen and I 

propose. 

(b) Confirmed 

(c) The only information on which of the publications are co-palletized 

or co-mailed is a field entitled "Co-mail evidence" in the Summary worksheet in 

10300 
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RESPONSE OF MPNANM WITNESS GLICK 

TO ABMIMPAIANM-T249 

USPS-LR-L-173. As discussed by Ms. Tang in C2004-1. this field provides a n  

imperfect measure of whether a publication IS co-mailed or co-palletized: 

To my knowledge the Postal Service does not maintain a database 
of publications participating in co-mail. co-palletization, pool 
dropship or any programs established in Docket No MC-2002-3. 
One field. To-mail evidence'. is included on the 'Summary" sheet 
of USPS-LR-11C2004-1 to provide an imperfect measure of a 
publication's participation in co-mailing or co-palletization. The 
value of this field is "Yes" if the publication was associated with at 
least one mail.dat file that contained multiple publications. 

Docket No. C2004-1, Response to TW et al./bSPS-RT2-13c-e. 
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R2006-1 
RESPONSE OF IMPNANM WITNESS GLICK 

TO USPSIMPAIANM-TZ-1 

MH/MPA/ANM-T2-1. With respect to your lest,rnony at page 2 lines 21-25 
please explain fully whether and why it would be a "perverse result if the 
percentage rate increases faced by worksharing mailers are similar to !he 
percentage rate increases of non-worksharing mailers. assuming that the 
worksharing mailers currently pay lower oostage per piece than the no+ 
worksharing mailers. 

RESPONSE 

The result that I described as -perverse" related to a comparison of tPe 

rate increases for publications depending on whether they are commingled 7' 

not. It was not intended to refer to all types of worksharing Whether ,t s .i 

perverse result for other types of worksharing would depend on the ~ailicuiar 

circumstances 

I described the result discussed in my iestiniony as perverse because i t  

suggests that the Postal Service has not significantly increased the postage 

discounts offered for commingling and dropshipping publications. See. e g . 

MPNANM-T-2, Table 3 and response to ABMIMPNANM-T2-33. 

Given the Postal Service's recognition that "progress towards a more cost- 

based structure is both possible and necessary to increase efficiencies in the 

Periodicals rates" (MPNUSPS-T35-6). that discounts related to palletization and 

dropshipping (as evidenced by the introduction of editorial pound dropship 

discounts and a container charge) were a focus of the Postal Service proposal. 

and that current discounts related to palletization and dropshipping do not pass 



0 

0 

0 

R2006-1 
RESPONSE OF MPNANM WITNESS GLICK 

TO USPSIMPAIANM-T2-1 

through all of the cost savings from performing these activities. I would have 

expected much larger increases in the postage discounts offered for commingling 

and dropshipping periodicals. 
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RESPONSE OF MPAlANM WITNESS GLICK 

TO USPSIMPAlANM-T2-2 

MH/MPA/ANM-T2-2. With respect to your testimony at page 6 lines 10-15 that 
replacing the USPS-proposed container charge with your proposed pallet 
discount would “avoid imposing disproportionate impacts on any publications lhat 
are entered in smaller-than-average sacks.- please explain fully whether such 
publications could incur a greater adverse rate impact from the increased piece 
rates resulting from your proposed pallet discounts than from Ihe USPS- 
proposed container charge. 

RESPONSE 

According to USPS-LR-L-126, the 85-cent container charge provides 

approximately the same incentive to palletize as 1.9-cent pallet discount Given 

this, if I had proposed a 19-cent pallet discount. the rate impact from the 

increased piece rates resulting from the pallet d:scount on smaller-than-average 

sacks would be less than the impact of the USPS-p:oposed container charge 

However, to provide further incentives for iommingling and dropshipping, 

the MPNANM proposal includes a 2.7-cent pallet discount, not a 1.9-cent pallet 

discount. Because the incentive is larger, the pallet discounts proposed by MPA 

and ANM will result in more impact on some publications using srnaller-than- 

average sacks. 

One of the reasons that Ms. Cohen and I decided to provide increased 

incentive to palletize in the form of a per-piece pallet discount (rather than 

through a larger container charge) was our concern about the impact of 

increasing the container charge on publications in smaller-than-average sacks. 
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RESfONSE OF MPNANM WITNESS GLICK 

TO USPSIMPAIANM-T2-3 

MHIMPNANM-T2-3. With respect to your testimony at page 11 lines 6-9 that "by 
replacing the container rate proposed by the Postal Service with a per-piece 
pallet discount, our rate design provides a significant incentive to palletize. while 
eliminating the risk that some publications could be saddled with much larger 
container-based charges," please explain fully whether the container rate 
proposed by the Postal Service could provide a greater incentive for a publication 
to switch from sacks to pallets than your proposed per-piece pallet discount. 

RESPONSE 

In general, the container rate proposed by the Postal Service would 

provide less incentive to palletize than the pallet discount we are proposing 

However, for pieces in small sacks, the container rate would be large, thus 

increasing the effective discount for moving to pallets. We believe that our 

proposed pallet discount is preferable because it provides more incentive to 

palletize most publications while limiting the maximum increase that a publication 

could experience from it 
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R2006-1 
RESPONSE OF MPNANM WITNESS GLICK 

TO USPSIMPNANM-T24 

MHIMPAIANM-T2-4. Please explain fully whelher, in your view, a per-piece 
pallet discount is presently the best way to encourage movement of Periodicals 
mail from sacks to pallets, as opposed to a weight-based pallet discount or some 
form of container-based charge(s) or some orher rate design, whether in 
conjunction with a per-piece pallet discount or otherwise. 

RESPONSE 

I chose a per-piece pallet discount for practical reasons: it allowed me to 

provide a significant discount to palletize while also limiting the upper-end inipac: 

of the rate design. Also, this approach is feasible for the Postal Service to 

administer, given that it is currently administering per-piece pallet and co-pallet 

discounts. Thus, I believe that the per-piece a2proach appropriately balances 

these considerations. In the absence 7f impact and implementation 

considerations, other approaches to move mail from sacks to pallets may be 

preferable. 
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MHIMPNANM-TZ-5. Please (a) specify the piece/pound revenue split under the 
MPNANM-proposed rates and (b) explain fully whv you propose at page 30 lines 
10-1 2 to allocate the nontransportation destination entry cost avoidance "50% on 
the piece sidel50% on the pound side- 

RESPONSE 

(a) Approximately 63%137%. 

(b) See my response to USPS/MPA/ANM-TZ-l4(a). 

0 

0 
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TO USPSIMPAIANM-TZ-5 
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RESPONSE OF MPNANM WITNESS GLICK 

TO MHIMPAIANM-T2-7 

MHIMPAIANM-T2-7. For purposes of gauging the impact of the MPNANM- 
proposed rate design and rates, please provide three modified versions (non- 
binding) of the MPNANM-proposed rate design and rates, each designed to 
recover approximately the same revenue as those proposed rates, as follows: 
(a) one version that eliminates only the proposed 5-digit pallet discount. with 
corresponding adjustments to piece rates: !h) another version that eliminates 
both the proposed 5-digit pallet discount and the proposed per-piece pallet 
discount, and substitutes an 85-cent container charge as proposed by the Postal 
Service, with corresponding adjustments to piece rates: and (c) another version 
in which the only changes are to set the urizoned editorial pound charge at 75% 
of the Zone 1&2 advertising pound charge. with the revenue leakage spread over 
(recovered from) pound charges in a manner that you deem reasonable and that 
you explain. 

RESPONSE 

See Table MHIMPNANM-T2-7 on the next page. Note that the pound 

rates provided in response to subparts (a) and (b) of this interrogatory are similar 

to, but not exactly the same as in MPNANM-LF(-l. This is because. due to 

rounding, the piece rates for the requested rate designs do not generate exactly 

the same revenue as the piece rates in the MPNANM rate design. This, in turn, 

affects the revenue required from pound rates. 

Also, note that I achieved the relationship between the Zones 1&2 

adverting pound charge and the unzoned editorial pound rate specified in subpart 

(c) by increasing the editorial pound rate adjustment (MPNANM-LR-2, worksheet 

"Pound Data-Ed", cell C8). I offer no opinion on the reasonableness of this 

approach to achieve the specified relationship. 
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TO MHIMPAIANM-T2-7 

Io 173 ' 10172 10 180- 

10192 10190 ~ 10198  . 
50.221 10zm I 10228 

I 
$0.113 $0.111 1 $0105 
$0.140 $0139 1 IO 133 

Advertlsmg Pounds 1 

SOA Deslinalina Delivery onice 1 101401  W l y l  I 1 0 7 4 6  

WKSHARING DISCNT SCF ENTRY 
WKSHARING DISCNT ADC E m Y  
WKSHARING DISCNT SDIGTT PALLET 
WKSHARING DISCNT PALLEl 
CONTAINER RATE 
PER RIDE-ALONG PIECE 

-160.012 -50.012 -50.012 
-$O.W7 -$O.W7 -$O.W7 
$0.000 9O.WO -$0.015 

-50.027 $O.OW -90.027 
50.000 80.850 s0 .m  
80.146 90.146 90.146 

SOA Desllnaunq ADC I $0 155 1 $0153 1 SO 147 

SCI. OF AGRICULTURE ZONES 1U I $ O l ? B /  $ 0 1 7 7 /  10171 

CARRIER ROUTE SATURATION I SO153 I 80129 I 80155 
PERCENTAGE EDITORAL DISCOLNT ! -10086 I 4 0 0 8 6  I 40086 
WWAARING DISCNTDELNERY OFFICE ENTRY -so019 1 -$OOl9 1 -10019 
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RESPONSE OF MPNANM WITNESS GLICK 

TO USPS/MPAIANM-T2-8 

MH/MPA/ANM-T2-8. 
differentiate between machinable and non-machinable mail pieces 

Please explain fully why your rate proposal does not 

RESPONSE 

Because of lime and resource constraints. I accepted many aspects 0 1  (he 

Postal Service's rate design, and limited my review of the Postal Service's rate 

design to discounts that relate to contair,erization. dropshipping. and 

commingling. The absence of a rate differential between machinable and non- 

machinable pieces was one of the aspects of the Postal Service's proposal that I 

accepted. 
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USPSIMPNANM-T2-1 In your testimony on page 17 you discuss Postal Service 
witness McCrery's response to MPNUSPS-T42-l(a) in which he estimated that 44.7 
percent of incoming secondary flat sorts in FY 2005 were processed manually. 

(a) Have you evaluated the empirical basis for that estimate? If you have, please 
discuss your understanding of the empirical basis for the estimate. 

(b) Please confirm that the estimate represents some non-carrier-route flats mail 
types, such as First-class Mail single-piece flats and Periodicals In-County flats. 
which are not modeled in USPS-LR-L-43. If you do not confirm, please explain. 

RES P 0 N S E 

(a) I have not performed an independent evaluation of McCrery's 

estimate, but Witness McCrery confirmed in response to MPNUSPS-T42-20 that 44.7% 

represents the percentage of FY 2005 incoming secondary flat sorts performed by the 

Postal Service that were manual sorts. 0 
(b) Confirmed. Note, however, that there were only 158 million 

Periodicals Within-County non-carrier route flats (USPS-LR-L-126, R2006-1 Within 

County.xls, Worksheet 'FY2005-BD') and 3.57 billion First-Class Mail Single Piece Flats 

(USPS-LR-L-87, Shape GFY 2005rV.xls, Worksheet '?-Page Flats'). Together, non- 

carrier route flats in these subclasses comprise less than 13% of the "29,501,658,000 

total incoming secondary flats volumes" identified by Witness McCrery in response to 

MPNUSPS-T42-1 (a). Furthermore, it seems likely that many First-class Mail flats will 

be sorted on flat sorting machines. 
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TO USPSIMPNANM-12-3 
PAGE 1 OF 3 

USPSIMPNANM-TZ-3 In your testimony on page 18. lines 4 to 5, you state, "Between 
Docket No. R2001-1 and Docket No. R2005-1, howeve:. USPS witness Miller decided 
to remove [the 'Incoming Secondary Machinable Flats' mverage] factors." 

(a) Please confirm that witness Miller discussed the removal of those factors in 
his responses to MPA/USPS-T20-l(e) and MPAIUSPS-T20-5. If you do not 
confirm, please explain. 

(b) Did you make an attempt to analyze whether the reasons provided by witness 
Miller in his responses to the interrogatones mentioned in part (a) were valid or 
invalid? If so, please provide that analysis and discuss your conclusions. I f  not. 
why not? 

RESPONSE 

(a) Confirmed 

(b) Yes, and I determined that my approach yielded more accurate 

cost estimates than Witness Miller's approach. I discuss each of Mr. Miller's reasons In 

turn: 

Miller's First Reason: "We did not have sufficient data to support 

their usage." In response to MPNANM interrogatories (MPNUSPS-T42-l(a), -9. and 

-20), Witness McCrery indicated that 44.7% of incoming secondary flat sorts were 

performed manually, and that periodicals "could likely have a higher percentage than 

the system average of flats processed manually." In his testimony, Witness McCrery 

also explained operationally why some machineable flats receive manual incoming 

secondary sorts (USPS-T-42 at 19). Thus, a broad downward adjustment to the 

percentage of flats receiving incoming secondary sorts on machines in a manner 

consistent with past USPS and Postal Rate Commission practice would be more 0 
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RESPONSE Of MPAIANM WITNESS GLICK 
TO USPSIMPAIANM-12-3 
PAGE 2 OF 3 

accurate and realistic than simply assuming that all flats that USPS-LR-L-43 flows to a 

machine for incoming secondary sortation are in fact sorted on the machine. The latter 

assumption appears to significantly overstate the percentage of flats that receive 

incoming secondary sorts on machines. 

Miller’s Second Reason: “They could not accurately be applied. I’ 

According to USPS-LR-L-43, the costs of incoming secondary sortation on the 

AFSMlOO and the UFSMIOOO are similar, and both are much less than the cost of 

manual sortation. Thus, the critical determinant of the cost of incoming secondary 

sorting is the percentage of flats that are sorted manually. As explained in Section 

111.2.a of my testimony, I believe that my approach is more accurate than assuming that 

all flats that USPS-LR-L-43 flows to a machine for incoming secondary sortation will be 

sorted by that machine. 

Miller‘s Third Reason: “Such factors were affected by issues 

unrelated to mailer prebarcoding and presorting efforts (e.g., whether o r  not  a 

given ZIP Code was processed on aotomatiodrnechanization).” This does not 

appear to be a valid concern. As Witness Miller confirmed in response to MPNUSPS- 

T20-6, other coverage factors in the model are unrelated to prebarcoding and 

presorting: rather, they are related to the presence of absence of a specific kind of 

equipment or technology at a particular a facility. These circumstances, while unrelated 

to mailer prebarcoding and presorting efforts, do impact prebarcoding and presorting 

cost differences. Thus, it is appropriate to include them in the model. 
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Miller’s Fourth Reason: “They did not have a significant impact on a 

prebarcoding and/or presorting cost differences by mte category, which was the 

purpose for which my cost models were developed.” Witness Miller is mistaken 

MPNANM-LR-2, which sets the incoming secondarj factors to 80% machine and 20% 

manual, shows a cost difference between 5digit au!omation flats and carner route flats 

of 7.066 cents. If the incoming secondary factors were changed to 100% machine and 

0% manual, this cost difference would drop to 6.320 cents. This IS a significant 

difference. 
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USPSIMPAIANM-T2-4 In your testimony on page 19, lines 2 to 3, you state, “I have set 
the Incoming Secondary factors to 80 % machine and 20 YO manual.” 

(a) Please provide the empirical basis for these estimates. If none exists, please 
explain why you set the factors at those levels. 

(b) Please confirm i) that these figures represent machinable mail only and ii) that 
witness McCrery’s response to MPNUSPS-T42-1 (a) represents all non-carner 
route machinable and nonmachinable mail If you do not confirm, please explain. 

(c) Are you aware of any postal data collection system@) which could be used to 
estimate the percentage of machinable mail tha! is finalized on flat sorting 
equipment or in manual operations? If so, please describe it. 

RESPONSE 

(a) MPNANM-LR-2 estimates that approximately 36% of incoming 

secondary sorts of Periodicals Outside County flats will be manual. Compared with the 

estimate produced by USPS-LR-L-43, the 36% value is much more consistent with 

Witness McCrery’s estimate that 44.7% of all incoming secondary flat sortations are 

manual and his assessment that the manual percentage may be even higher for 

periodicals. 

(b)(i) Not confirmed. The incoming secondary factors are applied to all 

flats that USPS-LR-L-43 flows to an AFSMIOO or FSMIOOO for incoming secondary 

sortation. My understanding is that some of the flats that flow to the FSM1000 are 

referred to in USPS-LR-L-43 as non-machineable. 

(b)(ii) Partially confirmed. Although I agree that the manual percentage 

that Witness McCrery provided in response to MPNUSPS-T42-l(a) includes all non- 
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carrier route machineable and non-machineable flats, my understanding is that the 

percentage also includes a small portion of carrier route flats. e.g.. when bundles break, 

that receive incoming secondary sorts. 

(c) No. 
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USPSIMPA/ANM-T2-5 In your testimony on page 19, lines 8 to 11, you state. "This 
allows for the likelihood that USPS efforts will reduce the volume of Periodicals Outside 
County flats that are sorted manually by the Test Year, but by a more reasonable 
magnitude than implicitly assumed by the Postal Service." Please confirm that the sole 
reason you conclude that your model is more reasonable than witness Miller's with 
respect to the percentage of manual incoming secondary sorts is because your model 
result is closer to witness McCrery's 44.7 percent figure than is witness Miller's model 
result. If you do not confirm, please provide all other reasons behind your conclusion 
that your result is more reasonable, including any analyses you may have performed. 

RESPONSE 

Not confirmed. While this is certainly a major reason for regarding my 

model as more reasonable than Witness Miller's, there is also an operational 

explanation for why the manual percentage is higher than estimated by Witness Miller: 

"small volumes of flats for a particular destination are processed manually when the 

volume is insufficient to justify the fixed costs of setting up and sweeping a scheme for 

such a small volume" (USPS-T-42 at 19). Further, Mr. McCrery indicated that, for 

service reasons, the manual percentage for periodicals may be even higher than the 

system-wide average of 44.7%. Response to MPA/USPS-T42-9. 

0 
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USPS/MPNANM-T2-6 In your testimony on page 14. lines 13 to 15, you state, "Thus, 
my rate design uses 5-Digit Automation flats as the benchmark from which to measure 
the Carrier Route cost avoidance." In your testimony on page 17, lines 15 to 19. you 
state, "According to USPS witness McCrery. the pnmary operational reason why nearly 
fifty percent of incoming secondary sorts are manual is that 'small volumes of flats for a 
particular destination are processed manually when the volume is insufticient to justify 
the fixed costs of setting-up and sweeping a scheme for such a small volume.'" In your 
testimony on pages 22 and 23, you describe an adjustment you made to the 1 FLATPRP 
cost pool, in which you attributed half of those costs only to non-carrier route mail. 

(a) Please confirm that 33.33% of the Penodicals Outside County flats volumes 
shown in USPS-LR-L-43, page 1. are contained in the nonautomation and 
automation 5-digit presort flats rate categories. If you do not confirm. please 
indicate what you believe to be the correct figure. 

(b) Please confirm that some of the 5-digit presort mail will be destinated for ZIP 
Codes that are not sorted to the carrier route level on flats sorting machines and 
would therefore not incur any 035 flats prep costs. If you do not confirm. please 
explain. 

(c) Did you make an adjustment to the costs estimates for the 5-digit presort rate 
categories to reflect the fact that some of that r.iail will not incur 035 flats Prep 
costs? If not, why not? 

(d) Had you made an adjustment like that described above in part (c). please 
describe how this adjustment would likely affect the cost avoidance you measure 
between an automation 5-digit presort flat and z nonautomation carrier route 
presort flat. 

RESPONSE 

(a) Confirmed. 

(b) I can confirm that some 5-digit presort flats will destinate in ZIP 

Codes that are not sorted to the carrier route level on flat sorting machines. McCrery's 

response to TW/USPS-T42-30 suggests that these pieces would not incur any 035 flats 
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(c) No. As discussed in my response to USPS/MPNANM-T2-7(a). I 

took a conservative approach to distributing 035 costs to rate category (Le,, I erred 

towards distributing too large a share of 035 costs to carrier route flats). Given this 

approach, I did not feel that such an adjustment was necessary. 

(d) If this were the only adjustment to my model, it would lower the 

estimated 035 cost difference between 5-digit automation flats and non-automation 

carrier route flats. However, I understand that Witness Stralberg (TW-T-2) distributed 

035 costs only to flats that are processed on flat sorting machines (i.e.. the approach 

your interrogatory seems to suggest). His approach results in an 035 cost difference of 

1.635 cents per piece between 5-digit automation flats and non-automation carrier route 

flats and a 1.199 cents per piece cost difference between 5digit non-automation flats 

and non-automation carrier route flats. 

My approach, on the other hand, results ir. a cost difference of 1.004 cents 

per piece between 5-digit flats and carrier route flats. This leads me to believe that, 

taken in its entirety, my approach may have understated the 035 cost difference 

between 5-digit flats and carrier route flats. 
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USPSIMPAIANM-T2-7 In your testimony on pages 22 and 23, you discuss an 
adjustment to the 1FLATPRP cost pool in which yoti "attribute half of these costs only to 
non-carrier mail." 

(a) Please explain your quantitative basis for using the 50-percent figure. If none 
exists, please indicate so. 

(b) Please refer to witness McCrery's testirnony. USPS-T-42. page 16, lines 28- 
31, where he makes the following statement concerning the Automation 
Induction (AI) modification to the AFSM 100: "Thus, it is anticipated that a total of 
351 operational AFSM 100s will be retrofitted with the AI system. Deployment of 
Phase 2 is anticipated to begin in January 2007 and end in August 2007." Please 
also refer to his testimony on page 15, lines 8 to 9.  where he states in reference 
to the AFSM 100, "Currently, there are 534 machines in use." Please confirm 
that by TY 2008, 66 percent of the AFSM IOOS (351/534) will have been 
retrofitted with the AI system. If you do not confirm. please explain. 

(c) Please refer to Docket No. R2005-1. USPS-LR-K45. pages 11  to 16. which 
describe the AI system. Please also refer to witness Miller's testimony in Docket 
No. R2005-1, USPS-T-19, page 5, lines 12 to 14, where he states, "The AI 
system involves the relocation of the flats mail prep operation (operation 035) to 
an area directly adjacent to the AFSM100. F:at mail will be unbundled and loaded 
into containers that will be placed on conveyors, which will route the mail to one 
of three feed modules. The AI system will no: impact the AFSMIOO staffing 
requirement, but will result in reductions in clerk wcrk hours, as all employees will 
be mail handlers. Furthermore, reductions in operation 035 work hours are 
expected." Did you attempt to make any adjustment to the lFLATPRP cost pool 
to reflect 035 work hour reductions due to AI modifications? If not, why not? 

(d) From page 22, line 23, to page 23, line 1, cf your testimony you describe 
tasks associated with operation 035. 

(i) Please confirm that some of the "prep" tasks you described for non- 
carrier route mail would be performed for carrier route mail by carriers at 
delivery units. If not confirmed, please explain. 

(ii) Please confirm that the test year "other mail processing" wage rate for 
clerks/mailhandlers is lower than the test year aggregate carrier wage 
rate. If you do not confirm, please explain. 
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RESPONSE 

(a) I used 50% as a first step towards reflecting the fact that 035 costs 

will be significantly lower for carrier route flats than for other flats. My goal was to move 

in the right direction, but to err on the side of understating the 035 cost difference 

between 5-digit and carrier route flats. Specifically, as shown in MPNANM-LR-2. less 

than 10 percent of non-automation carrier route flats receive incoming secondary sorts 

as compared to all other flats. Using the 50% figure may have overstated 035 costs for 

carrier route flats because I distribute a much larger amount of these costs to carner 

route flats than does the more detailed approach used by Witness Stralberg. 

(b) Confirmed, if deployment occurs as an!icipated in Witness McCrery's 

testimony. 

(c) No. I accepted as accurate the Postal Service's estimates of the 

unit costs of Periodicals Outside County nonletters by cost pool. 

Please note that the Base Year cost for the 035 cost pool is approximately 

$300 million. USPS-T-11 at 32. Applying the Test Year operation-specific piggyback 

factor, 1.301 (USPS-T-13, Attachment IO), produces a piggybacked cost of nearly $400 

million. On the other hand, AI cost reduction programs are estimated to save the Postal 

Service a total of $88 million. So even if the entire cost savings from these programs 

were in the 035 operation, flat preparation costs would still be significant. This, 

however, is quite unlikely because one component of the AI system is an automatic 
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feeder, which (according to the DAR) reduces AFSM 100, not 035. costs. Docket No. 

R2005-1. USPS-LR-K-45 at 15. 

(d)(i) Confirmed 

(d)(ii) Not confirmed. According to USPS-LR-L-43, the Other Mail 

Processing Wage Rate for clerks/rnailhandlers is $37.E92. Calculated by dividing 2008 

average salary and benefits by workhours per workyear from USPS-LR-L-49. 

Attachment N, the average wage rate for City Carriers is $39.34 and the average wage 

rate for Rural Carriers is $32.17. 
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USPSIMPNANM-TZ-10. In your testimony on page 21, lines 7 to 8, you state, 
"MPNANM-LR-2 also classifies the costs in letter, parcel, Priority Mail, and Express 
Mail sorting cost pools as proportional." 

(a) Please list all the cost pools which were classified as "fixed" in USPS-LR- 
L-43 but which you have now classified as "proportional." 

(b) Please quantify the impact that this specific modification had on your cost 
estimates by rate category. In other words, what would the results have been had you 
not made this modification? 

RESPONSE 

(a) The following cost pools were classified as "fixed" in USPS-LR-L-43 

but classified as "proportional" in my testimony: 1-3, 7, 13-15, 30, 53. 58. 60-61 

(b) Please see the attached worksheets 'CRA ADJ UNIT COSTS", 

"PRESORT LEVELS HELD CONSTANT', and 'CRA FLATS," which I derived from a 

modified version of MPNANM-LR-2 that treats the cost pools listed in subpart (a) of this 

interrogatory as fixed. 
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0 
CRA FLATS MAIL PROCESSING UNIT COSTS 

MWelea Wmsnanq Relalea (Propanma) COLI Poar 
Non.Wmsnar nq R e m M  (F zeal COLI Paolr 
NonCR (FIXM~ Cost Pools 
Total 

' 5 %  (11 
5 057 (I) 
: 522 1 2 4  
t4.235 (1) 

CRA PROPORTIONAL ADJUSTMENT FACTOR 

14) 0 1  161 

Bare Model CosU 
Basic Noneuto Pmywt 
3-Digil Nonauto Preson 
5-Digit Nonauto Preywt 
Camer Route Nmauto PmwI1 
Ba~cAUlo  Presorl 
3-01921 Au10 Pre~ ln  
5 - 0 ~ 1 1  Ado Premn 

0) Total Wetghted Model Cost 

Model Cmt 
22 245 
15 245 
7 e48 
2 e48 
18 111  
14 272 
8 0% 
6.975 

an. l i a r  
Vd- Y 

2 0 5 U  
1 IOU 
1 7 F 1  

48 03% 
7 MU 
1 2 5 5 u  
3061% 
1 w  wx 

CQA Proportional Adjustment 1091 (81 

ADJUSTED FLATS MAIL PROCESSING UNIT COSTS 

(91 1101 111) 1111 
TDUl 

M&l PropoltioNl FhSd mail PrOC 
m w  

Basic Nomuto Presort 22.145 24.417 7.w1 31.47a 

1OigiI Nonauto Preron 15.245 t6.714 7.061 23.794 

5-Digit Nomuto P n r ~ r t  7.848 11.814 7.361 15.675 

Carrier Route Nonauto Presort 2.848 3.127 R.Ob7 9.184 

Basic Auto Pres& 18.111 19.880 7.061 26.941 

3-Digit Auto Presort 14.272 15.666 7.061 22.717 

5-Digit Auto Presort 8.096 8.887 7.061 15.948 
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ADJUSTED FLATS MAIL PROCESSING UNIT COSTS 

(1 ) (21 (31 141 
Worhshanng NOll Total 

Model Related Worksharing Mail Proc 
Rate Cataqoy &!K&g -cat w -  
Basic NonaUto Presort 22.245 24 417 7.061 11.478 

I-Oigit Nonauto Presort 15.245 10 734 7.061 23.794 

5-Dlgit Nonauto Preson 7.848 8 614 7.061 15.675 

Carrier Route Nonauto Presort 2.848 3.127 6.057 9.184 

Basic Auto Presort Rev 21.060 13.1111 7.061 30.178 

I-Dign Auto Presort Rev 14.110 15.488 7.061 22.549 

5-Digit Auto Presort Rev 7.618 8.363 7.061 15.423 

(1) Model costs from respective rate category "COST. spnadsh..ls 
(2) (1) [ (8)  from page 39 1 
(3) (2) from page 59 

(41 (2) + (3) 
0 
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C0.1 
Pool 
No. Sovrct _ _  

1 MOOS 11 
2 MOOS 11 
3 MOOS17 
4 MODS12 
5 MODS12 
6 MODS12 
7 MOOS13 
8 MOOS13 
9 MOOS13 
10 MODS13 
11 MOOS13 
12 MODS14 
I 3  M O D S l l  
14 MODS14 
15 MOOS14 
16 MODS15 
17 MODS17 
18 MODS17 
19 MOOS17 
20 MOOS17 
21 MODS17 
22 MOOS17 
23 MOOS 17 
24 MODS17 
25 MODS17 
26 MODS17 
27 MODS17 
28 MODS17 
29 MOOS 18 
30 MOOS 18 
31 MOOS18 

0 
35 MOOSi8 
36 MOOS18 
37 MOOS19 ~. 
38 MOOS19 
39 MODS41 
40 MOOS42 
1i MODS13 
12 MOOS44 
43 MOOS48 
44 MOOS48 
45 MODS48 
46 MOOS48 
47 MOOS49 
48 MOOS79 
49 MODS99 
50 BMCS 
51 BMCS 

0 

55 BMCS 
56 NONMOOS 
57 NONMODS 
58 NONMODS 
59 NONMODS 
60 NONMOOS 
61 NONMODS 
61 NONMODS 
63 NONMOOS 

. .. . 
ISACKS M 
ITMYS~T 
MANF 

LO15 
IC.wCE1 
IDSPATCH 
tFLATPRP 
tMTRPREP 
1OPRULK 
1OPPREF 
10PTRANS 
IPWTFRM 
lPOUCHNG 
lPRESORT 
ISACKS H 

REGISTRY 
REWRAP 
1EEOMT 
1MISC 
1SUPPORT 
INTL ISC 
PMPC 
L M 1  
L M 2  
LO43 
L M 4  
L W 8  EXP 
LO48 DTH 

Prnpanlon.1 
MP 
U"lI 

COS& - 

X 
X 
X 

X 
X 

X 

x 

X 
X 

X 

X 
X 
X 

X 

37% 
X 

X 

F IxM 
UP 
unn a 

X 
X 
X 

x 

X 
X 

X 
X 
X 

X 
X 

X 

X 
X 

X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 

X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 

X 
63u 

X 

X 
X 
X 
X 

T r W  
MP 
U". 

EPLU 

O m ,  
0 0 3  
0072 
1153  
a m  
0 5%) 
2 m J  
3 11" 
J W  
3 , * a  
l i l t ,  
II 023 
o m 5  
0 0 . 2  
0 OF) 
0 0Y5 
0 348 
0 2 W  
0980 
0070 
0 I s 4  
0 502 
O l l l  
3 %  

0 027 
0 1% 
0044 
O W  
0004 
O O W  
O m S  
0033 
0083 
O m ,  
O w 0  
O W  
O W  
O m ,  
O m 0  
Om 
O w 0  
O W  
0.m 
0.m 
O M 0  
0588 
0.081 
0.461 
0 . m  
0.119 
0.20) 
O W 8  
0 OB? 
0.139 
1.083 
0.022 
0.W 
2.2% 
0 . m  
0.057 
0.505 
0.m 

1423S 

o tn 

M W l  
UP 
U". 

C* 

1153 
O m ,  
O U O  

1370 
0050 

0 623 

0 025 

0 Is4 
0 502 

0 I I 3  

O w 0  
O M 0  
Om 

0 249 

0 057 

0 393 
0 022 

2.294 

7dS6 

53.10% 

F1n.d 
UP 
unu 

C* 

O W  
0 O Y I  
0011 

0 w3 

o t i e  
0111 

O m 5  
0 012 
0 029 

O M  
O X 9  
0 485 
0070 

0 1 1 ,  
1 5% 

0027 
0 198 
0044 
O M 0  
O W 4  
o m  
0 W5 
0 033 
0 053 
Om 
O W  
0033 
O W  
O W  

O w 0  
O O O O  
O w 0  
O w 0  
0 568 
0 087 
0 168 
O w 0  
0119 
0 207 
O w 8  

0 139 
0 670 

0 w 9  

0084 
0 067 
0505 
O W  

6.057 

4 ~ 5 5 ~  

0.027 

0.522 

3.66% 
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USPSIMPAIANM-T2-11. In your testimony on page 21, lines 7 to 8, you state, 
"MPNANM-LR-2 also classifies the costs in letter, parcel, Priority Mail, and Express 
Mail sorting cost pools as proportional." 

(a) Please confirm that the issue you describe would affect the costs studies 
for all classes and shapes of mail. For example, the flats cost pools are not classified 
as proportional in the letters cost models. If you do not confirm. please explain. 

(b) Please indicate whether you think such modifications should be made to 
the cost studies depicting other classes and shapes 31 mail. I f  you do not think these 
changes should be made to the cost studies depicting the other classes and shapes of 
mail, please explain why this change should be made to the Periodicals Outside County 
cost study only. 

RESPONSE 

(a) Confirmed. 

(b) I have not studied all of the Postal Service's cost studies, but my 

reasoning for treating these cost pools as proportional (which I discuss on pages 21 and 

22 of my direct testimony) would seem to apply to other classes and shapes of mail as 

well. 
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USPSlMPAlANM-T2-12. On page 22 of your testimony you describe a modification 
that you have made to the NonMODS "allied" cost pool. The basis for your adjustment 
is an IOCS tally analysis indicating that 37% of the costs attributed to that cost pool 
were for bundle sorting tasks. 

(a) Please confirm that there are some costs pools that are classified as 
"proportional" in your cost model which also contail costs for activities that are not 
contained in the mail flow model. For example, the "OPBULK" and "OPPREF" cost 
pools, which represent the opening units, reflect costs for bundle sorting tasks (which 
are actually modeled) and container sorting tasks (which are not actually modeled). If 
you do not confirm, please explain. 

(b) For the cost pools such as those described in part (a), did you make any 
attempt to modify those cost pools to remove activities that are not actually included in 
the mail flow model? If not, why not? 

(c) Please quantify the impact that the NonMODS allied cost pool modification 
had on your cost estimates by rate category. In other words, what would the results 
have been had you not made this modification? 

RESPONSE 

(a) Not confirmed. The manual bundle sorting productivities in USPS- 

LR-L-43 are from Docket No. R2000-1, USPS-LR-1-88, which defined the bundle sorting 

operation broadly to include related container-handling tasks: 

For purposes of modeling the costs of handling bundles, the 
productivities used should include all cost incurred in bundle 
handlings. All bundles sorted in an operation incur a share 
of the time needed to prepare the operation for sortation, the 
time associated with cleanup of the operation, the dispatch 
of the containers created in the operation, and the time 
needed to prepare the bundles and containers of bundles for 
sortation. 

Docket No. R2000-1, USPS-LR-1-88, RepOKdoc at 6. 
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This broad definition of bundle sorting appears consistent with the 

activities performed in opening units according to USPS-LR-L-1: 

Opening unit activities include manual distribution of letter 
and flat bundles, breaking down containers of mail, and 
preparing letters and flats for processing in piece sorting 
operations by cutting bundles and traying mail. 

I assume that the costs in the Opening Unit cost pools for preparing Periodicals Outside 

County flats for piece sorting operations are small since there is a separate Flat 

Preparation cost pool. 

(b) No. See my response to subpart (a) of this interrogatory. 

(c) Please see attached worksheets "CRA ADJ UNIT COSTS". 

"PRESORT LEVELS HELD CONSTANT", and 'CRA FLATS," which I derived from a 
0 

modified version of MPNANM-LR-2 that treats the NonMDDS allied cost pool as fixed. 
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CRA FLATS MAIL PROCESSING UNIT COSTS 

MDdeled Worlwhanng Related (Proportml) Cart P w l s  
Non-Wohshanng Related (Fued) Cod P w I s  
Non-CR (Fixed) Cos1 Pools 
T W I  

'563 (1) 
5 355 (2) 
3 522 (2.) 
14.115 (3) 

CRA PROPORTIONAL ADJUSTMENT FACTOR 

141 151 161 

Model Cos1 
22 245 
15 245 
7 848 
2 M8 
18111 
14 272 
8 0% 
6.975 

CRA Pmporlional Adjustment 10¶9 18) 

ADJUSTED FLATS MAIL PROCESSING UNIT COSTS 

Rale Caleaoly 

Baric Nanauto Presort 22.245 2 4 . a  7.054 31.493 

391git Nonauto Presor t  15.245 16.149 7.054 23.803 

5-Digit Nonauto Presort 7.848 8.621 7.154 15.676 

Carrier Route Nonauto Presort 2.848 3.110 5.050 9.179 

Basic Auto Presort 18.111 19.698 7.*54 26.952 

391gilAutoPresati 14.272 15.681 7.054 22.7% 

5-Digit Auto Presort 8.046 8.895 7.054 15.949 

(1) Sum of pmponlmal cost pools on page 41 

(2) Sum orflxsd cost pools on page 41 
(3) (11 121 
14) Model cos- lmrn respecUYe rats C S t s W l y  '"COSV SPmadSh.WS 

151 B U ~  m a r  2005 V O I Y ~ ~ I  fwm p a g e  70 ana 71 
(6) Rate Catsgov 151 I T O M  (51 
(7) Sum I Ram Categwy (4). IS)] 
(8) (lIl(7) 
19)  odd costs *om n r p ~ t i w  nu, cate,goly"cosr rpnaameetr 
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ADJUSTED FLATS MAIL PROCESSING UNIT COSTS 

(1 1 (21 131 14) 
Workshanng Non Total 

Model Relaled Worksharing Mail Proc 
Rate Category Unit Cost w u  
Basic Nonauto Presort 22.245 24 440 7.054 31.493 

3-Digit Nonauto Presort 15.245 10 749 7.054 23.803 

50igi t  Nonauto Presort 7.848 a 622 7.054 15.676 

Carder Route Nonauto Presort 2.848 3.130 6.050 9.179 

Basic Auto Presort Rev 21.060 23.139 7.0% 30.193 

3-Digit Auto Presort Rev 14.110 15.503 7.054 22.556 

501git Auto Presort Rev 7.618 8.370 7.054 15.424 

(0 MOW costs from respactive rate category "COST- s p m a d s w  
(2) (11 * [ (8) from page 39 1 
(3) (2) from page 39 

(4) 121 + 131 

0 
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DOCKET NO. R2006-1 
OCTOBER 17.2006 0 

RESPONSE OF MPNANM WITNESS GLICK 
TO USPSIMPNANM-TZ-I3 

PAGE 1 OF 1 

USPSIMPNANM-T2-13. On page 22 of your testimony you describe a modification 
that you have made to the 1SUPPF1 cost pool. Please describe your understanding as 
to what tasks are "mapped" to that cost pool and explain how they are related to 
worksharing. 

RESPONSE 

USPS witness Van-Ty-Smith's testimony (USPS-T-l l at pages 18-19) and 

response to MPNUSPS-T11-1 indicates that this cast pool includes quasi- 

administrative operations related to mail processing. These quasi-administrative 

operations relate to worksharing in the same "indirect" manner that administrative and 

other piggyback costs (which, through the use of piggyback factors, are assumed to 

vary proportionally with mail processing costs) relate to worksharing. This piggyback 

approach is consistent with Van-Ty-Smiths method foi distributing costs in this pool to 

subclasses of mail. 

0 



DOCKET NO. R2006-1 
OCTOBER 18,2006 0 
USPSIMPAIANM-T2-14. PI ?f€ 

RESPONSE OF MPNANM WITNESS GUCK 
TO USPSIMPAIANM-TZ-14 
PAGE 1 OF 1 

3e 30, line 11, of your testimony wh re you 
note that you propose the discount be passed through 50 percent to the piece side and 
50 percent to the pound side. 

(a) 

(b) 

Please explain the reason for doing so. 

Please explain whether the costs avoided would have been incurred on a 
per-piece or a per-pound basis. 

RESPONSE 

(a) Consistency with past Commission recommendations. See. e.g.. 

R2000-1 Op. & Rec. Decis. 7 5685. 

(b) The costs would not have been incurred on a per-piece or a per- 

pound basis. Rather, the costs avoided - which are container-handling costs - would 

have been incurred on a per-container basis. The number of containers are affected by 

both pounds and pieces. 

0 
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RESPONSE OF MPAIANM WITNESS GLICK 
TO USPSIMPAIANM-TZ-15 
PAGE 1 OF 1 

USPSIMPAIANM-12-15. Please refer to pages 31 and 32 of your testimony, and in 
particular lines 1 to 6 of page 31, where you propose that the destination entry cost 
avoidances be calculated by reference to the costs of entering Periodicals at Origin 
ADCs and SCFs. 

(a) Please confirm that the proposed cost avoidance change described in your 
testimony is limited to nontransportation cost savings only. If you do not confirm. 
please provide the reference to the transportation cost savings proposal. 

(b) Please confirm that the cost avoidance methodology employed by both the 
Postal Service and in your testimony involves estimating the cost of performing 
certain activities, then assuming that those activities are avoided by virtue of 
dropshipping. If you do not confirm. please provide an alternative explanation of 
the methodology, emphasizing the estimates made and to what they are 
compared. 

RESPONSE 

(a) Confirmed. 

(b) Confirmed. 
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RESPONSE OF MPNANM WITNESS GUCK 
TO USPSIMPNANM-T2-16 
PAGE 1 OF 1 

USPSIMPAIANM-T2-16 

(a) Please confirm that the intent of your proposal to utilize an alternative 
benchmark against which to measure destination entry cost avoidances is to 
provide larger incentives for mailers to dropship. If you do not confirm. please 
explain the intent of your proposal. 

(b) If you confirm part (a), please also confirm that i f  there is a higher discount 
for dropship activity, some mail will shift from higher zones to destination entry If 
you do not confirm, please explain fully. 

(c) If you confirm part (b). please identify the source of the volume that would be 
expected to shift. Please identify which zones the volume will shift from. 

(d) Please confirm that: 

(i) under your proposed methodology for setting the benchmark for 
destination entry discounts. the benchmark will shift if mail adopts 
destination entry (i.e., the distribution of mail in the higher zones may not 
remain the same). 

(ii) if mail shifts from higher zones to destination entry as a result of your 
proposal, the revenue estimated for TYAR will be lower than projected. 

(iii) under your methodology, the benchmdik against which the destination 
entry cost avoidances are calculated will change over time as more mail 
adopts destination entry. If you do not coi-firm. please explain. 

(e) Referring to your response to part (c) above, Flease explain if it is possible 
that, as a result of the increased adoption of drcpship as a result of your 
proposal, the remaining nondropshipped mail distribution will contain a higher 
percentage of mail at further zones (Le., that the mail in closer-in zones will be 
most likely to convert to dropship). If it is not possible, please explain why not. 

(9 Please confirm that if the mail converting from higher zones to destination 
entry comes from the lower to mid-range zones, leaving the volume in the 
highest zones intact, the benchmark against which dropship cost avoidances are 
calculated would continue to increase. If you do not confirm, please explain. 

(9) Please confirm that the destination entry dixounts are incorporated into the 
rate design for Periodicals as decreases in the rates that the mailer would 
otherwise have paid. If you do not confirm, please explain. 
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(h) Please provide your estimate of the average unit cost of nondropshipped 
Periodicals. 

(i) Is it your understanding that the average revenue paid by nondropshipped 
Periodicals is more than, less than, or equivalent to the average unit cost of 
nondropshipped Periodicals? 

(i) Is it your understanding that the rate from which the larger destination entry 
discounts you have proposed will be subtracted adequately covers the cost of the 
activities associated with handling that mail? Please provide the basis for your 
response. 

(k) Please confirm that the result of your proposal to increase the dropship 
discounts for Periodicals will result in a de-averaging of the costs and rates for 
Periodicals depending on the mailers' decision to dropship or not. 

RES P 0 N S E 

(a) Not confirmed. The intent of my proposal to utilize an alternative 

benchmark is to more accurately estimate the noctransportation costs avoided by 

entering Outside County periodicals at destination facilitias. My rate design proposal, 

however, does provide greater incentives to dropship Outside County periodicals than 

does the USPS proposal. 

(b) Not applicable. Nonetheless, I can confirm that more periodicals 

probably would be dropshipped under the MPNANM proposal than under the USPS 

proposal. 

(c) Like the Postal Service, I lack data on the zone distribution of 

periodicals that would begin dropshipping under the MPNANM proposal. However, the 

zone distribution of periodicals that would begin dropshipping under the MPNANM 

proposal probably would be similar to that under the USPS proposal. All else being 0 
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PAGE 3 OF 3 

equal, the change I propose to the benchmark used Io estimate the nontransportation 

cost avoidance would increase the incentive to dropship from all zones by the same 

absolute amount. 

(d)(i) Not confirmed. See my response to subpart (d)(iii) of this 

interrogatory. 

(d)(ii) Confirmed. Also, the unzoned editonal pound rate, the less-than- 

full passthroughs underlying the proposed editonal pomd dropship discounts, and my 

conservative assumption regarding the number of handlings avoided when periodicals 

shift from OSCFIOADC entry to destination entry (MPNANM-T-2 at 33. footnote 23). 

cause the estimated TYAR cost to decrease more than TYAR revenue, thus increasing 

the W A R  contribution of Outside County Periodicals. 

(d)(iii) Not confirmed. I chose the benchmark for estimating 

nontransportation cost avoidances because the vdct majority of nondropshipped 

periodicals are entered at the OSCF or OADC. I do not see why the MPPJANM 

proposal would change this. So the benchmark for estimating the nontransportation 

cost avoidance would likely continue to be OSCFIOADC-entered periodicals. 

(e) It is possible but unlikely because the Periodicals Outside County 

rate schedule is zoned (albeit not fully). Further, the hypothesized outcome seems no 

more likely under the MPNANM proposal than under the USPS proposal, because the 

MPNANM proposal provides more incentive than the USPS proposal to shift from all 

zones, not just the close-in zones. 
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(f) Not confirmed. The benchmark approach is used to estimate only 

the non-transportation cost avoidances. Entering mail in higher zones would not 

necessarily change the benchmark for estimating the non-transportation cost 

avoidance, because it relates to entry facility type, not zone. See my response to 

subpart (d)(iii) of this interrogatory. 

(9) Confirmed for all worksharing discounts. 

(h) I do not have. and am unaware of, any estimate of the average unit 

cost of nondropshipped Periodicals. 

(i) The existing flat editorial pound rate, the current conservative 

benchmark used for estimating the nontransportation destination entry cost avoidance, 

and the containerization profile of nondropshipped periodicals, make the average 

revenue paid by nondropshipped Periodicals likely to he less than the average cost of 

nondropshipped Periodicals. The MPNANM rate proposal will make progress in 

rectifying this situation by making nondropshipped Perioaicals bear more of their costs. 

(i) Periodicals Outside County rates are not designed from the bottom- 

up by assigning specific costs to specific rate cells. So I cannot answer whether a 

specific rate covers a specific cost. Further, for the reasons I discussed in response to 

subpart (d)(ii) of this interrogatory, if the larger discounts I propose result in increased 

dropshipping, contribution will be increased. 

(k) Not confirmed. The rates are already de-averaged (albeit to a 

limited extent) between dropshipped and non-dropshipped periodicals. 
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USPSIMPAIANM-T2-17 Please refer to Table 7 on page 32 of your testimony. 

(a) Please confirm that the data provided in Table 13 of the response to 
TW/USPS-T28-7 indicate that a higher proporticn of sacks (relative to total 
sacks) are entered at the OSCF, OADC. and OBMC than the proportion of 
pallets entered at those upstream facilities (relative to total pallets). If you do not 
confirm, please provide data indicating that this is not the case. 

(b) Please refer to your testimony at pages 31 to 32 where you propose to alter 
the benchmark for measuring cost avoidance for destination entry such that it 
would "better match the entry profile of Zones 1-¶ containers.'' If your response 
to part (a) above is affirmative, please confirm that by your logic of considering 
benchmarks, the dropship discounts for sacks should be larger than the dropship 
discounts for pallets given that nondropshipped sacks are more likely than 
nondropshipped pallets to be entered further upstream. Please explain fully. 

RESPONSE 

(a) Confined. 

(b) Not confirmed. As shown in Tahk 7 on page 32 of my testimony, 

the distribution of nondropshipped sacks by entry facility type is similar to the 

distribution of nondropshipped pallets by entry facility type. Specifically, the vast 

majority of both are entered at OSCFs and OADCs. 
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USPSIMPNAN M-T2-18 

(a) Please confirm that the cost avoidance methodology for developing 
nontransportation destination entry discounts for Periodicals involves a weighting 
of the costs avoided by pieces in sacks and the costs avoided by pieces on 
pallets. If you do not confirm, please explain. 

(b) Please confirm that, in the development of the estimates of the cost avoided 
by dropshipping, on a per-piece basis pieces in sacks incur higher costs and 
therefore, higher cost avoided than do pieces on pallets. If you do not confirm. 
please explain. 

(c) Given that the cost avoided by pieces in sacks, an a per-piece basis, is higher, 
should pieces in sacks be given a higher destination entry discount than pieces on 
pallets? Please explain. 

RESPONSE 

(a) Confirmed. Note that the cost avoidances are heavily weighted 

towards the costs avoided by pieces on pallets. 

(b) Confirmed. 

(c) Possibly, although the answer would depend on other aspects of 

the rate design. If the rate difference between origin-eatered pallets and sacks is less 

than the corresponding cost difference, which is the case under the MPAJANM 

proposal, it may not make sense to provide larger dropship discounts to mailers of 

sacks. While the MPAJANM rate design does increase the rate difference between 

sacks and pallets, it does not reflect the entire cost difference between origin-entered 

sacks and pallets. 
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For example, I show on pages 27 to 28 of my direct testimony that the 

cost difference between a sack and a pallet that are both handled at two non-destination 

facilities is about 2.8 cents per piece. This figure slightly exceeds the proposed 

MPNANM pallet discount. However, according to the Postal Service's institutional 

response to MPNUSPS-2, containers that are entered at origin facilities are generally 

handled at more than two non-destination facilities For example, 3digit sacks that are 

entered at OSCFs or OADCs are handled at an average of nearly three non-destination 

facilities. Five-digit sacks that are entered at OSCFs or OADCs are handled at an 

average of about four non-destination facilities (assuming, like USPS assumed in 

responding to MPNUSPS-2, that these sacks are opened at DDUs). 

Further, the 2.8-cent cost difference shown in my testimony completely 

ignores cost differences resulting from the higher bundle breakage rate for sacked mail. 

As discussed by McCrery, the benefit of improved bund:e integrity (which results from 

palletization) is significant: 

Bundle integrity can have a significant impact on the productivity of any 
bundle sorting operation. If and when a bundle breaks prematurely, the 
value of the bundle presort can be partially or completely lost, and the 
bundle may require distribution in a residual distribution operation. Also, 
productivity can suffer when, for example, a mailhandler attempts to 
capture and repair a ruptured bundle within the bundle sorting operation. 

MPNANM-T-2 at 27 (citing McCrety Direct (USPS-T-42) at 26). 
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USPSIMPNANM-T2-19 Please refer to MPA-ANM-LR-1 .XIS. worksheet "5-Digit Pallet", 
which presents the base year and test year piece volumes on 5-digit pallets. Please 
explain fully and show step-by-step how the figure 765.065.1& in cell C6 was derived. 
Please provide exact source references, including appropnate references to USPS-LR- 
L-91, if needed. 

RESPONSE 

Below I explain how I estimated the base year volume on 5-digit pallets. 

My approach to estimating the volume of pieces on 5-Digit pallets appears to slightly 

overstate the number of pieces on 5-Digit pallets because it applies the 5-Digit pallet 

proportion derived from Periodicals Outside County flats to total Periodicals Outside 

County volume. This overstatement is confirmed by TW witness Strafberg's slightly 

lower estimate (756 million pieces) of the number of pieces on 5-Digit pallets. Given 

0 this, Periodicals Outside County revenue is likely to be slightly higher ($100,000- 

$200,000) than estimated in MPNANM-LR-1. 

Step 1 -- Determine proportion of Periodicals Outside County flats on 5-Digit pallets 
using data from LR-L-91 Tables, worksheet Table 4. 

=SUM(EI 18,E122,E72.E76.E59,E62,E35)/SUM(G38.G51.C64,G79.G96,G109.G124) 

Step 2 - Multiply proportion from Step 1 by Periodicals Outside County Base Year 
volume (MPNANM-LR-1, worksheet "Base Year", cell B56). 
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USPS/MPA/ANM-T2-20 Please refer to MPA-ANM-LR-1 .XIS. worksheet "RR PIAR" .  
cell 858, worksheet "NP TYAR", cell 857, and worksheet "CR TYAR", cell 839, where 
the test year after-rates pieces on 5-digit pallets were calculated by applying the volume 
forecast ratios. 

(a) Given the proposed 4.2-cent 5-digit-pallet per piece discount, do you expect 
mailers to prepare more 5-digit pallets? Please explain. 

(b) Please confirm that, by applying the volume forecast ratios. the mail pieces 
on after-rates 5-digit pallets would be smaller than that of the before-rates. If you 
do not confirm. please explain. 

(c) Please state whether these pieces would be on more, the same, or fewer 5- 
digit pallets, and explain your rationale fully. 

(d) Please state whether there would be more or fewer pallets and explain your 
rationale fully. Are those going to be smaller and lighter 5digit pallets or bigger 
and heavier pallets? 

(e) How many pieces and pounds are there on an average 5-digit pallet? Please 
show your calculation and/or references. 0 

RESPONSE 

In answering these questions, I assume that subparts (c) and (d) are 

referring to my response to subpart (a), not my response to subpart (b). 

(a) I am proposing a 1.5-cent per-piece 5-Digit pallet discount (relative 

to pieces on other pallets). I expect that this will result in a higher proportion of 

Periodicals Outside County pieces being entered on 5-digit pallets in TYAR than TYBR. 

While I cannot say for sure, it will probably result in a larger number of pieces entered 

on 5-digit pallets as well as a larger number of 5-digit pallets. 
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(b) Yes. My projections assume constant mail mix to ensure that the 

TYAR revenue estimates are based upon the same mail mix as the WAR cost 

estimates. 

(c)-(d) Assuming constant mail mix, the average number of pieces per 5- 

digit pallet would be the same Before Rates and A:ter Rates, so the answer would 

depend on the number of pieces on 5-digit pallets. In reality, the outcome is unclear. 

The most likely ways to increase the number of pieces on 5-digit pallets are increasing 

the aggregate amount of co-mailing, increasing the size of individual co-mail pools. and 

reducing pallet minimums. It is unclear whether the aggregate effect of these changes 

will be an increase or a decrease in the average size of 5digit pallets. 

Note that the Postal Service‘s container-handling costs for these pallets 

are limited by the fact that they are entered at the DSCF almost ninety percent of the 

time (see page 29 of my direct testimony) and, when entered at the DSCF. they 

generally require only a crossdock to the delivery unit. 

(e) I am not aware of an estimate of the average number of pounds per 

5-digit pallet, but the average number of pieces per 5digit pallet is approximately 1,079. 

I calculafed this figure by dividing the number of pieces on 5-digit pallets (TW-LR-1, 

R2006 Volumes-53270.xls, worksheet “Pieces”, cell L27) by the number of 5-digit 

pallets (TW-LR-1, R2006 Volumes-53270.xls, worksheet “Containers”, cell J19). 
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USPSIMPNANM-T2-21 Please refer to the Commission's Opinion in Docket No. R97-1, 
which stated on page 525,15792: "The Postal Service's proposal references all per- 
piece rates (and implied discounts) to the rate for basic presort pieces, whereas the 
Commission's prevailing approach develops discounts based on costs avoided by each 
additional level of worksharing. ...." Please also refer to your testimony, page 14, lines 
6 to 17 and footnote 5, where you challenge the Postal Service's approach of using 5- 
digit non-automation flats as the benchmark. Instead, you advocate using "5-digit 
automation flats as the benchmark from which to measure the Carrier Route cost 
avoidance." 

(a) Do you agree that the Postal Service's curreit methodology agrees with the 
Commission's recommended approach in Docket No. R97-l ? 

(b) Are you suggesting that this approach be altered, so that 3-digit automation flats 
are used as the benchmark from which to measure the fivedigit non-automation 
cost avoidance? 

RESPONSE 

(a) To some extent, because the Postai Service's approach uses a 5- 

digit rate category (as I do), rather than a Basic rate category, as the benchmark for 

determining the Carrier Route cost avoidance. On pages 15 and 16 of my testimony I 

explain why 5-digit automation flats provide a more appropriate benchmark than 5digit 

nonautomation flats. 

(b) No, because I do not believe that automation flats are the most 

likely type of mail to convert to the 5-digit nonautomation rate category, but I do believe 

that automation flats are the most likely flats to convert to Carrier Route. I discuss why I 

believe this to be the case on pages 15 and 16 of my testimony. Further, the reasoning 

I discuss on these pages of my testimony clearly would not apply to determining the 

benchmark for the 5-digit nonautomation rate. 
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USPSIMPAIANM-T2-22 Please refer to your testimony at page 2, lines 22-25 where 
you declare the percentage rate increase faced by mailers who "engage in efficient 
practices" to be a "perverse result". 

(a) Is it your testimony that fairness is measurable only in terms of the relative 
percentage increase? Please explain. 

(b) Please confirm that for any two pieces of mail paying different rates. i f  a fixed 
amount is added to the rates paid by both pieces 01 mail. the mail at the lower 
rate will have a larger percentage increase than the mail at the higher rate If you 
do not confirm, please explain. 

(c) If, in the hypothetical posed in part (b). Ihe fixed amount of cost incurred by 
both pieces of mail is independent of their worksharng activity, is i t  your 
testimony that the mailer with the lower initial rate should be given less of the 
fixed amount originally added to both rates in order to prevent a "perverse resull" 
and obtain fair rates? Please explain. 

RESPONSE 

(a) On those lines of my testimony. I stated: 

Although the USPS rate design would modestly increase 
worksharing incentives, the percentage rate increase faced 
by many mailers who engage in efkient practices (such as 
co-mailing and co-palletization) would be sirniiar to or higher 
than if they had not engaged in these practices at all. 

I did not describe this as a "perverse result" because it would be unfair: 

rather I described it in this manner because it suggests that the discounts offered for 

commingling and dropshipping periodicals only increased modestly. Given the Postal 

Service's agreement that "progress towards a more cost-based structure is both 

possible and necessary to increase efficiencies in the Periodicals rates" (MPNUSPS- 

T35-6), that discounts related to palletization and dropshipping (as evidenced by the 

introduction of editorial pound dropship discounts and a container charge) were a focus 
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USPS/MPNANM-T2-23 Please refer to your testimony at page 3, lines 1 to 3, where 
you note that the Postal Service proposes to increase the differential between 5-Digit 
Automation and Carrier Route Basic by 4.5 percent. 

(a) Please identify the change in the cost differential associated with those 
discounts. 

(b) Please confirm that rate differences may be the result of factors other than 
cost differences. If you do not confirm. please explain. 

RESPONSE 

(a) .The existing set of Periodicals Outside County rates were 

developed by raising all rates by 5.4 percent and rounding, and were not based upon 

any cost studies. So I cannot identify the requested cost differential. 

(b) Confirmed. For example. see my response to subpart (a) of this 

interrogatory. 
0 
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USPS/MPA/ANM-T2-25 Please refer to your testimony at page 5, lines 11 to 12. where 
you note that your proposed rate design "reduces automation discounts to provide 
additional incentive to achieve Carrier Route presortation through co-mailing". Please 
explain how increasing Carrier Route presorting will aid in transitioning to a rate 
structure for FSS where Carrier Route presonmg has no value. 

RESPONSE 

Increasing the discount provided !or Carrier Route presort will encourage 

smaller mailings to be merged into larger mallmgs As I pointed out (citing USPS 

witness McCrery) in footnote 5 of my testimony. while Carrier Route presort may no! 

have value in the FSS environment, merging multiple small mailings into large mailings 

still will: 

Although Carrier Route presort may not have value for some 
locations in the future flat sequencing environment. McCrery 
Direct (USPS-T-42) at 22, having a largh number of pieces 
per ZIP Code still will. 11 Tr. 2865-66 (response of USPS 
witness McCrery to MPNUSPS-T42-5(b)-(c)). In other 
words, FSS may change the rnefhod cf preparing large 
mailings (e.g., from preparing these mailings in Carrier 
Route bundles to preparing them in murh larger 5-Digit 
groupings) without reducing the cosfs that these mailings 
avoid for the USPS. 

In other words, co-mailing (which is currently being encouraged by the 

Carrier Route discount and other discounts) will continue to produce low-cost mailings 

(although containerized differently once the mailings have been merged) in the FSS 

environment. When the new preparation is determined, co-mailing will be encouraged 

through the discount offered for the new preparation (rather than by the Carrier Route 
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discount). 

environment since not all facilities will utilize FSS process4ng. 

In addition, carrier route bundles will continue 10 have value in the FSS 
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USPSIMPAIANM-T2-26 Please refer to your testimony at page 6. lines 20 to 21. where 
you note that your proposal will reduce the rate increase that mailers of nonautomation 
flats will face. Please explain why this is a desirable goal. framing your response in 
terms of mail processing efficiency. 

RESPONSE 

This was meant as a desirable goal in terms of limiting impact. no! in 

terms of efficiency. However, this outcome could also be viewed as desirable in terms 

of efficiency. The Postal Service's proposed automation discounts for Periodicals 

Outside County flats are all based upon passthroughs that significantly exceed 100 

percent of avoided costs. While the Postal Service's cost models may underslate Ihe 

automation cost avoidance, excess passthroughs in piesort discounts send the wrong 

pricing signals to maximize efficiency. Le.. they enco'mge mailers to barcode pieces 

even though mailing them without a barcode would have minimized combined costs. 

0 
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USPSIMPA/ANM-T2-27 Please refer to Table 1 on page 8 of your testimony where you 
show that your proposed rates decrease the editorial pound rate for destination delivery 
unit mail by 27 percent, a greater increase than the Postal Service proposes. Please 
explain why this result is a desirable goal, framing you- response in terms of mail 
processing efficiency within an FSS environment. 

RESPONSE 

I assume that "a greater increase" in the second sentence should be 'a 

greater decrease." However, I do not think that looking at the percentage change in a 

particular rate is the correct way to analyze the extect to which a particular mailing 

practice is encouraged. A better approach is to compare the postage discount offered 

for performing the particular practice. 

The MPNANM proposal provides less dis-Bunt for DDU entry (relative to 

DSCF entry) than does the Postal Service's proposal. This is true on both the piece 

side and the pound side. Having said that, I believe that neither the MPNANM nor the 

USPS DDU-DSCF rate differential will have much effect on the entry of Periodicals 

Outside County mail. Under either proposal, I do not expect much Periodicals Outside 

County mail will be entered at the DDU. 
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USPS/MPNANM.T2-29 Please refer to your testimony at page 10, lines 11 to 12, 
where you state that ”none of the publications would receive increases of more than 
10.5 percent above the average.” Please confirm that these increases would reflect 
unchanged behavior by the mailer. 

RESPONSE 

Confirmed. The rate increases for mailers that choose to change behavior 

would almost certainly be lower. 
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USPSIMPNANM-T2-30 Please refer to your testimony at page 10, lines 6 to 7, where 
you seem to lament that your rate proposal ”will not produce uniform rate increases for 
all publications.” Is it your unclerstanding that uniform rate increases for all publications 
is a desirable goal? If so, please provide the basis for that understanding. 

RESPONSE 

No, and I was not lamenting the nonuniformity of the rate increases that 

the MPNANM proposal would produce. 

The entire sentmce from which you quote reads, “Although our rate 

proposal will not produce uniform rate increases for all publications, the largest 

increases under our proposal are dramatically less than the increases the Commission 

was concerned about in C2004-1.” The point of the sentence was that, while the 

percentage rate increases produced by the MPNANM proposal would have some 

within-subclass variation, the maximum rate increase for any publication would be 

limited 

e 
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USPS/MPA/ANM-T2-31 Please refer to your testimony at pages 13 to 14 where you 
state that the benchmark should represent the category of mail most likely to convert to 
worksharing. Please confirm that the benchmark should also represent the mail with 
the characteristics most like the workshared mail, but for the characteristics changed by 
the activity of worksharing. If you do not confirm, please explain. 

RESPONSE 

Confirmed that the benchmark should represent the mail with the 

characteristics most like the workshared mail, but only if you are referring to important 

cost-causing characteristics that are maffected by the activity of worksharing. Which 

important cost causing charackrislics are affected by the activity of worksharing, 

however, relates back to what inail converts to worksharing. As I discuss on pages 13 

to 16 of my testimony, the most like!y mail to convert to Carrier Route presortation is 

0 non-carrier route automation tiats. 

Further, the "likeness" test that your interrogatory suggests for determining 

the appropriate benchmark would also indicate that 5-digit automation flats should be 

the benchmark for estimating the Carrier Route cost avoidance. The presence of a 

barcode is not an important cost causing characteristic for Carrier Route flats because 

most of these flats are not sorted on machines. If a barcode were an important cost- 

causing characteristic. the barcoding of Carrier Route flats presumably would be 

mandatory, or at least encouraged by the availability of a barcoding discount. 

On the other hand, address hygiene requirements (which are more similar 

for Automation and Carrier Route pieces) are likely to be an important cost-causing 
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characteristic for Carrier Route pieces. Otherwise, an address hygiene requirement for 

Carrier Route pieces would be superfluous. 
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USPSIMPAIANM-T2-34 Please refer to your testimony at page 4, line 21, to 
page 5, line 3, and footnote 1 on page 5, where you describe how you calculated the 
DSCF advertising pound rate. Please show your calculation step by step, and explain 
how the inputs were derived or where the inputs came from. Please also explain in the 
same fashion how you derive the DDU and DADC advertising pound rates. 

RESPONSE 

The equations that i use to calculate advertising pound rates in 

MPNANM-LR-1, worksheet "Found Data-Adv" are more complicated than necessary 

because ! chose only to corract errors on USPS-LR-L-126, worksheet "Pound 

Data-Adv." rather than to also simplify the equations used by the Postal Service. In this 

response, I explain a simplified version of the approach I used in MPNANM-LR-1. 

Today, I am also tiling (as MPNANM-LR-6) a modified version of my 

Periodicals Outside County rate design spreadsheet. The only difference between 

MPNANM-LR-I and MPNANM-LR-6 is that the latter contains simplified formulae in 

cells E56 to E58 of worksheet "Pound Data-Adv." These simplified formulae (which are 

mathematically equivalent to the formulae in MPNANM-LR-1) parallel the approach 

explained below. Also, please note that the resulting rates in MPNANM-LR-6 are 

exactly the same as those generated by MPNANM-LR-1. 

The general approach I use to determine advertising pound rates is as 

follows: 

1. Allocate distance-dated transportation costs to all "zones" other than 
DDU and DSCF. The distance-related transportation costs per pound are 
derived in cells D58 to D65 of worksheet "Pound Data-Adv." 
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2. Allocate non-distance related transportation costs to all "zones" other than 
DDU. The non-distance related transportation cost per pound (2.9 cents) 
is calculated in cell C43 of worksheet "Pound Data-Adv." 

3. Subtract the per-pound portion (50%) of the nontransportation destination 
entry cost avoidances (which are calculated in cells E47 to E49) from the 
transportation costs by zone calculated in Steps 1 and 2 above. 

4. Add the $0.227 'Add-on Dollars Per Pound" (calculated in cell F73) to 
generate advertising pound rates that generate the advertising pound 
revenue requirement. 

5. Round to the nearest tenth cf a cent (cell D78). 

The general formula for determining the ad pound rate can be written: 

Ad Pound Rate = Round(Transportation Cost Per Pound minus Per-Pound Portion of 
Nontransportation Cost Avoidance plus Add-on Dollars Per Pound,3) 

DDU Advertkina Pound Rate From MPNANM-LR-1 = 18.4 cents 

No transportation costs 
4 3 cent per pound nontransportation cost avoidance (cell E47) 
DDU Ad Pound Rate = 0 - 4.3 cents + 22.7 cents = 18.4 cents (cell D78) 

0 

DSCF Advertkina Pound Rate From MPNANM-LR-1 = 23.0 cents 

No distance-related transportation costs 
2.9 cents per pound of non-distance-related transportation costs (cell C43). 
2.7 cents per pound nontransportation cost avoidance (cell E48) 
DSCF Ad Pound Rate = 2.9 cents - 2.7 cents + 22.7 cents = -22.9 cents, which 
rounds to 23.0 cents (cell D79) 

D Z  

1.2 cents per pound distance-related transportation costs (cell 058). 
2.9 cents per pound of non-distance-related transportation costs (cell C43). 
1.5 cents per pound nontransportation cost avoidance (cell E48) 
DSCF Ad Pound Rate = (1.2 cents + 2.9 cents) - 1.5 cents + 22.7 cents = -25.3 
cents, which rounds to 25.4 cents (cell D80) 
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.- 

USPS/MPA/ANM-T2-35 Please refer to MPA-ANM-LR-I, worksheet "rate design 
input", cell C15. Please confirm that you adjusted the proportion of revenue from piece 
rates from the 62.5 percent proposed by witness Tang to 63 percent. If you do not 
confirm, please explain. 

RESPONSE 

Confirmed in part. While 62.5 percent is the value in the referenced cell in 

witness Tang's rate design spreadsheet (USPS-LR-L-126), the actual proportion of 

revenue obtained from piece rates (including the container charge, whose revenue is 

used to offset the revenue required from piece rates) is 63 percent. I accepted witness 

Tang's actual results. 
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USPS/MPA/ANM-T2-36. In your response to USPSIMPNANM-T2-1 (b), you state, 
"Furthermore, it seems likely that many First-class Mail flats will be sorted on flat sorting 
machines." 

(a) Please confirm that t y  using the term "First-class Mail flats" you are referring 
to "First-class Mail single-piece flats," given that this mail stream is what was 
referenced in the original interrogatory. If you do not confirm, please explain. 

(b) Please confirm that non-presort First-class Mail single-piece flats are 
generally not required to comply with Postal Service mail preparation, addressing, and 
barcoding requirements. If you do not confirm, please explain. 

(c) Please quantify your vse of the term "many" in your response. 

(d) Assuming for purposes of this question that the aggregate average manual 
percentage of 44.7 percent fron, the response to MPAIUSPS-T42-1 (a) is reliable, would 
you expect the disaggregate average manual percentage for First-class Mail single- 
piece flats to be lower, the same as, or higher than that value? Please explain your 
response. 

RESPONSE 

(3) Confirmed. 

(b) Not confirmed. A// First-class Mail flats, including non-presort 

single-piece flats, must satisfy cxtain basic mail preparation requirements. Both 

presort and single-piece First-class Mail flats, for example, generally must satisfy 

relevant requirements for the wailing container and packaging; have appropriate 

cushioning, closure and reinforcement; contain no nonmailable matter; have a visible 

and legible delivery address, carry indicia of payment of the proper amount of postage, 

and fall within certain size and weight limits. See DMM 601 and 602. I can confirm, 

however, that presort First-class Mail pieces must comply with a variety of other mail 



DOCKET NO. R2006-1 
RESPONSE OF MPNANM WITNESS GLICK TO USPSMPAIANM-T2-36 

ration, a jressing and barcoding requirements not imposed on single-piece mail, 

although I am not an expert in the details of those requirements. 

(c) I did not have an exact number in mind, but what I meant by "many" 

was "a large or considerable number." 

(d) The data provided by TW witness Stralberg in Table 1 of his 

response to USPS/TbV-T2-fi(b; provides compelling evidence that the percentage of 

First-class Mail flats (which, as discussed below, consists primarily of single-piece flats) 

that receive incoming secondary sorts on AFSM 100s is well above the systemwide 

average, which (in turn) suggests that the percentage of First-class Mail incoming 

secondary sorts that are manual is below average. This is because the vast majority of 

incoming secondary flats are performed either manually or on the AFSM 100. 

According to USPS-LR-L-87, approximately 4.5 billion First-class Mail 

flats were mailed in FY 2005 (3.6 billion of which were mailed at single-piece rates). 

Thus. in FY 2005. First-class Mail flats (which require incoming secondary sorts) 

comprised approximately 15 percent of the 29.5 billion incoming secondary sorts 

identified by McCrery in response to MPA/USPS-T42-l(a). In comparison, First-class 

Mail IOCS tallies comprised nealy thirty percent of AFSM 100 incoming secondary 

tallies. This implies that First-class Mail flats (which are comprised primarily of single- 

piece flats) receive incoming secondary sortations on the AFSM 100 at an above- 

average rate. 

0 

Since it appears that First-class Mail flats (which are comprised primarily 

of single-piece flats) receive incoming secondary sorts on AFSM 100 at an above- 0 
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average rate, it would seem that they would receive manual incoming secondary sorts 

at a below-average rate. Perhaps this is because First-class Mail flats are generally 

mailed in envelopes. 
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USPS/MPAIANM-T2-38 Please refer to your response to USPS/MPAlANM-T2-3(b), 
where you discuss your rationale for invalidating witness Miller's reasons for not 
including incoming secondary factors in the USPS-LR-L-43 cost models. In your 
discussion of the "Third Reason," you compare the incorporation of incoming secondary 
factors to the usage of equipment coverage factors. 

(a) Please confirm that data exist which show current equipment locations by 
facility and flats volumes by class of mail which are processed through each facility. If 
you do not confirm, please explain 

(b) Please confirm that data do not exist which show the percentage of 
machinable non-carrier route flats processed in manual incoming secondary operations 
in total [bear in mind that the MPNUSPS-T42-l(a) response reflects the percentage for 
all non-carrier route mail]. If you dc not confirm, please explain. 

(c) Please confirm that data do cot exist which show the percentage of 
machinable non-carrier route flats and the percentage of total non-carrier route flats that 
are processed in manual incoming secondary operations by class of mail. If you do not 
confirm. please explain. 

RESPONSE 

Note that witness Miller's third reason was "such factors were affected by 

issues unrelated to mailer prebarcoding and presorting efforts (e.g., whether or not a 

given ZIP Code was processed 3n automationlmechanization)." I compared the 

incorporation of incoming secondary factors to the usage of equipment coverage factors 

because both types of factors are unrelated to mailer prebarcoding and presort efforts, 

but both types of factors should be included in the model because they affect the costs 

avoided by mailer prebarcoding and presort efforts. 

10363 
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(b)-(c) I am not aware of any postal data collection system that would 

provide this information. Note that, in Docket No. R2000-1 and R2001-1, incoming 

secondary factors were based upon Operations estimates. 
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ilSPS/MPA/ANM-T2-39 Please refer to your response to USPS/MPNANM-T2-3(b), 
where you discuss your rationale for invalidating witness Miller's reasons for not 
including incoming secondary factors in the USPS-LR-L-43 cost models. In your 
discussion of the "Fourth Reason," you state that witness Miller is mistaken when he 
stated 'that the.incoming secondary factors did not have a significant impact on the cost 
differences. 

.- 

(a) When you state that the original cost difference between 5-digit automation 
presort flats and carrier route nonautomation presort flats was 7.066 cents, please 
confirm that the figures used to measure that cost difference were 16.012 cents (5-digit 
automation presort flats) and 8.947 cents (carrier route nonautomation presort flats). If 
you do not confirm, please provide the correct figures. 

(b) When you stated thst the revised cost difference (assuming no manual 
processing) between 5-digit automation presort flats and carrier route nonautomation 
presort flats was 6.320 cents, please confirm that the figures used to measure that cost 
difference were 15.454 cents (5-digit automation presort flats) and 9.134 cents (carrier 
route nonautomation presort flats). If you do not confirm, please provide the correct 
figures. 

(c) Please confirm that your comparison showed that when the assumption that 
20 percent of the flats were processed manually was reduced to zero percent, the 5- 
digit automation flats mail processing unit cost estimate decreased by 3.48% [(16.012 
cents - 15.454 cents)/16.012 cents]. If you do not confirm, please explain. 

0 
(d) Please confirm that your comparison showed that when the assumption that 

20 percent of the flats were processed manually was reduced to zero percent, the 
noncarrier route automation flats mail processing unit cost estimate increased by 2.09 
percent I(9.134 cents - 8.947 cents) I8.947 cents]. If you do not confirm, please explain. 

(e) Please confirm that the incoming secondary factor change you described in 
your example affected all 10,000 pieces flowing through the 5-digit automation presort 
flats model in MPNANM-LR-2, and only 954 pieces flowing through the carrier route 
nonautomation presort flats cost model. If you do not confirm, please explain. 

(f) Please confirm that the 5digit automation presort flats cost estimate 
decreased while the carrier rcute nonautomation presort flats cost estimate increased 
for the following reasons: 1) the model unit costs changed, and 2) the fact that the 
change resulted in a larger CRA proportional adjustment factor. If you do not confirm, 
please explain what factors did result in a mail processing unit cost estimate that 
increased for one rate category and decreased for the other rate category. 
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RESPONSE 

(a) Confirmed. 

(b) Confirmed. 

(c) Confirmed. 

(d) Confirmed if the question is referring to carrier route nonautomation 

flats, rather than noncarrier route automation flats. 

(d) Not confirmed. The change affected only the pieces that flow to flat 

sorting machines for incoming secmdary sorting operations. I can confirm, however, 

that the change affects many more 5digit automation flats than carrier route flats. 

(e) Confirmed. Changing the incoming secondary factors from 80% 
0 

machine/20% manual to 100% machine/O% manual reduces the modeled unit costs for 

both 5digit automation and carrier route nonautomation flats and increases the CRA 

proportional adjustment factor. 

Note that changing the incoming secondary factor from 80% machinefO% 

manual to 100% machine/O% manual has a significant impact on the unadjusted 

modeled unit cost difference as well. Specifically, it reduces the cost difference 

between 5-digit automation and carrier route nonautomation flats from 5.248 cents to 

4.203 cents. Thus, Miller's fourth reason for eliminating incoming secondary factors- 

"they did not have a significant impact on ... cost differences by rate category'-is wrong 

whether the cost differences are CRA-adiusted or not. 

0 



My entire response to USPSIMPNANM-T2-4(a) was "MPNANM-LR-2 

estimates that approximately 3604, of incoming secondary sorts of Periodicals Outside 

County flats will be manual. Compared with the estimate produced by USPS-LR-L-43. 

the 36% value is much more consistent with Witness McCrery's estimate that 44.7% of 

all incoming secondary flat sortations are manual and his assessment that the manual 

0 

percentage may be even higher for periodicals." 

(a) Not confirmed. I can confirm. however, that the 80 percent and 20 

percent figures were not direc: outputs from a postal data collection system. My 

response to USPSIMPA/ANM-T24(a) and pages 17 through 19 of my testimony explain 

how I derived the figures. Per my response to USPSIMPNANM-T24(a), the 

percentage of all incoming secondary flat sorts that are manual - which (according to 

McCrery) was derived from MODS and FLASH reports -was an input into my derivation 

of the 80 percent and 20 percent figures. 
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USPSIMPAIANM-T2-40. Please refer to your response to USPS/MPNANM-T2-4(a). 
When asked to provide an empirical basis for your 80 percent machinable I 2 0  percent 
manual estimates you state, "MPNANM-LR-2 estimates that approximately 36% of 
incoming secondary sorts of Periodicals Outside County flats will be manual." 

(a) Please confirm that the 80 percent and 20 percent figures were not derived 
If you do not from any empirical data (e.g., from postal data collection systems). 

confirm, please explain. 

(b) Please confirm that the 36 percent estimate is simply the result from your 
cost models when the 80 percent and 20 percent figures are used. If you do not confirm, 
please provide the derivation of the 36 percent figure. 

RESPONSE 
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Note also that the 20 percent manual incoming secondary factor is 

considerably less than the manual incoming secondary factors used by the Postal 

Service in its Docket No. R2001-1 flats cost model. In that case, the manual incorning 

secondary factor for Periodicals was 35 percent. USPS-LR-J-61, PERIOD.xls, 

worksheet "Coverage Factors", cell C21. 

Finally, the implicit 130 percent machine/zero percent manual incoming 

secondary factors used in USFS-LR-1.43 were not derived from any empirical data. 

(b) Confirmed. As I have explained, this result is much more 

consistent with the best available data regarding the percentage of incoming secondary 

sorts that are manual than is the Fercentage that results from USPS-LR-L-43. 
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USPS/MPNANM-T2-41. Please refer to your response to USPS/MPA/ANM-T2-7(a). 
Please confirm that the 50 percent figure you used was not derived from any available 
data (e.g., from postal data collection systems). If you do not confirm, please explain. 

RESPONSE 

Not confirmed. I can confirm that the 50 percent figure was not a direct 

output of a postal data collection system. However, USPS-LR-L-43 shows that only ten 

percent of Periodicals Outside County Carrier Route flats require incoming secondary 

piece sorts. This information was an input into my judgmental determination of the 50 

percent figure. 

As discussed on pager 22 and 23 of my testimony, the remaining carrier 

route flats will avoid the flat preparation mail processing cost pool. Rather, flat 

preparation costs for these pieces are included in the unit delivery cost estimates in 

USPS-LR-L-67. Id., p. 23. My approach begins to reflect the significant flat preparation 

mail processing cost difference between carrier route and non-carrier route flats. 

0 

Note also that witness Miller’s implicit assumption that all rate categories 

incur the same amount of flat preparation mail processing costs is not derived from any 

available data. 
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CHAIRMAN OMW: There are also two responses 

to the presiding officers' information request that I 

would like to enter into the evidentiary record at 

this time. They are POIR No. 19 and POIR No. 22. 

Mr. Levy, would you please consult with Mr. 

Glick and notify the record if he wishes to change any 

of the answers he's provided to those questions? 

BY MR. LEVY: 

Q Mr. Giick, do you have copies of POIR No 

19, the response, and POIR No. 22? 

A Yes, I dQ. 

Q Do you have any changes to make to either 

answer? 

A No, I don't. 

CHAIRMAN O W :  With that I am providing two 

copies of the answers to the reporter and direct that 

they be admitted into evidence and transcribed. 

(The documents referred to 

were marked for 

identification as POIR Nos. 

19 and 22 and were received 

in evidence.) 

/ /  

/ /  

/ /  
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Information Request 

The United States Postal Service: Magazine Publishers of America, Inc. and 

Alliance of Nonprofit Mailers; and Time Warner Inc. are requested to provide the 

information described below to assist in developing a record for the consideration of the 

Postal Service's request for changes in rates and fees. In order to facilitate inclusion of 

the required material in the evidentiary record, participants are to have a witness attest 

to the accuracy of the answers and be prepared to explain to the extent necessary the 

basis for the answers at our hearing. Answers from the Post Service are to be provided 

by October 16, 2006. Answers from Mayazine Publishers of America, Inc. and Alliance 

of Nonprofit Mailers; and Time Wzrner Inc. are to be provided by October 23, 2006. 

In this proceeding Postal Service witness Tang. Time Warner witness Mitchell, 

and MPA-ANM witness Glick have made Outside County rate proposals. The 

Commission seeks to develop as complete a record as possible concerning each of 

these Outside County rate proposais. 

During the August 10, 2006, hearing the Presiding Officer requested that witness 

Tang provide any additional information concerning small publications developed since 

the conclusion of Docket No. C2004-1.' On August 17. 2006, witness Tang responded 

to Ihe request by providing percentage increases resulting from her Outside County rate 

proposals for each of the 251 periodicals in her C2004-1 database.' On September 6, 

2006. MPA-ANM filed MPNANM-LR-3. witness Tang's C2004-1 database. under 

protective conditions established.in Presiding Officer's Ruling No. R2006-1/51 . 3  

0 

On September 21, 2006, Time Warner requested that witness Tang update her 

C2004-1 database to include data since the inception of the 24-piece sack minimum 

and calculate the percentage changes resulting from her Outside County rate proposal 

' Tr 7l1883-87 

Response 01 United States Postal Service Witness Tang lo Queslion Posed by Chairman Omas I 

al Ihe Augusl 10. 2006 Hearing. Augusl 17. 2006 

,10371 

Notice of Alliance 01 Nonprofit Mailers and Magazine Publishers of America, Inc , of Filing of 1 

Library Relerence MPNANM-LR-3. Protected Malerial. September 6. 2006. 0 
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using the updated informatiori. In addition, Time Warner requested that witness Tang 

calculate the changes resulting from the Outside County rate proposals of witnesses 

Mitchell and Glick and provide a comparison of current rates, her proposed rates, and 

the rates proposed by Time Warrter witness Mitchell and MPA-ANM witness G l i ~ k . ~  

The Postal Service objected to this interrogatory on September 26, 2006.5 The 

objaction focused. in part, on the burden involved in developing a new, representative 

sample. 

The Commission requests 'hat the Postal Service provide, under the protective 

conditions established in Presidiry Officer's Ruling No. R2006-1/51, a version of MPA- 

ANM-LR-3 composed of data from as many of the same 251 publications as are 

currently mailing. This new daw should reflect mailings sent after the 24-piece sack 

minimum became effective.6 

The Commission further requests that the Postal Service provide a table 

comparing the percentage changes from current postage to its Outside County rate 

proposals based on these new, more recent mailings. 

After the Postal Service provides more recent data on the 251 publications, the 

Commission requests that Time Warner and MPA-ANM provide calculations of the 

percentage changes of their respective proposals on the 251 publications using these 

more recent data 

0 

Response Of MPAlANM Witness Glick 

Table 1 below provides the percentage rate change for each of the publications 

in USPS-LR-L-189 (3rd Revised Version filed on October 25, 2006) under the 

MPNANM proposal. My underlying calculations are being filed, under protective 

' TWRISPS-T35-13 

Objection of the United States Postal Service to Interrogatories of Time Warner Inc. to Postal 5 

Servix Witness Tang (TWIUSPS-T35-11-13). September 26. 2006. 
I1 more recenl dara for an) 01 the 251 publications is not available, the Postal Service may b 

subslitute data lor a similar publication. 0 
- 3 -  
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conditions, as MPNANM-LR-7. In both Table 1 and MPNANM-LR-7, each publication 

is labeled based upon its Docket No. C2004-1 ID and a unique publication ID that I have 

added. The additional ID is necessary because the Postal Service has given every 

"replaced' publication from C2004-1 the same ID, "RPL." 

In response to a discovery request from McGraw-Hill (MHIMPNANM-T2-6), 

Table 1 and MPNANM-LR-7 also show the percentage rate change under the USPS 

proposal and per-piece postage mder current rates, USPS-proposed rates, and 

MPNANM-proposed rates. 

Please note that. despiro the larger incentive that the MPNANM proposal 

provides to commingle and dropship, the maximum rate increase under the proposal 

(22 6010) for a small publication in this data set is much smaller than the maximum 

increase under the IJSPS proposal (43.7%). Also, the average rate increases for small 

publications in the data set are similar under the MPNANM and USPS proposals 

(16 5% under the MPNANM proposal vs. 16.0% under the USPS proposal) and both 

are less than five percentage poirits above the subclass average increase. 

0 

Further, USPS-LR-L-189 shows that cornailing is a common practice for medium 

circulation publications - Le.. those with between 15,000 and 100,000 pieces per issue. 

In fact. 65 of the 100 medium publications in USPS-LR-L-189 are labeled as being 

comailed. 

- 4 -  
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Table 1. Postage Per Piece and Percentage Rate Changes 
for Publications in USPS-LR-L-189 

_ _ ~ ~ ~  ~ 

$0.308 1 11.7% I 13.1% 
PlHL31 $0.224 I 13.0% ] 13.1% - 
PlHL39 $0.373 1 9.7% I 9.4% _..___~ 

$0.367 10.0% 9.7% 
502w; so2921 $0.292 10.7% 10.7% 

$0.173 14.6% a . 7 ~ ~  
P1 HL26 $0.493 8.1% 7.6% 

$0.307 10.6% 11.0% 
PlHL18 LG HD $0,211 . 54.267~. W.266 11 .O% 10.7% 

LG HD $0.323 9.2% 5.7% 
$0 ~ 306-34 $0.629 7.9% 7.0% 

$0.255 10.6% 10.0% 

__ - 
- _ A n  I M?? 

- 5 -  
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Postage Per Piece Percentage Increase 
PublD Strata - R2005-1 USPS MPNANM USPS MPNANM 

88 MDHD $0.288 $0.316 $0.321 9.9% 1 1.6% 
89 MDHD $0.231 $0.264 $0.279 14.2% 20.8% 

91 
92 
93 

1 RPL 1 90 I MDHD I $0.256 I $0285 I $0.289 I 11.3% 1 13.0% I 
MD HD $0.236 $0.262 I ~0 .260  I 11 .O% I 10.1% 

MDHD 90.219 $0.245 I $0.243 I 12.1% I 11.4% 
MDHD $0512 % 0 5 0 4 1 1  $0.600 18.1% I 17.1% 

1 RPL 
1 ~P1HM83 
~ , RPL 

I 94 1 MDHD I $0232 I $0258 I $0256 1 11 3% 1 10 6% 
IDHD 1 $0 230 1 SO 256 I $0254 I 11 6% I 10 7% 95 I M 

96 I MDHD I 50.228 I s0.253 I $0.251 I 10.9% I 10.1% 
$0.434 1 $0.495 1 $0.510 I 14.1% I 17.5% , 97 I MDHD I ... 

T M D  HD $0 473 1 SO 537 1 $0548 I 13 5% I 158% 1 
$0.2451 11 -3% I 10.4% 

PlHM80 1 100 I MDHD ~~ $0.269 I So304 1 $0.316 1 12.8% I 17.4% 

14.4% 1 16.3% 
! MDLD $0.549 I 12.0% I 14.8% 

t -~>- I :.:.-. -- 1 PlHM86 ! 99- $0.222 I SO247 1 
I ~~~ 

i 101 7;: 
i qlHh’75.--.- ~+~~ 

: M 3  

~~ 

ID $0.312 I 108% 1 12 7% 1 

SO $0.277 I 10.6% I 10.0% 
~ ~ 1 - 1 0 4  1 MDLD 1 2514-.- .E278 I ! RPL 

I $0.645 ! SOJlO I $0.709 I 10.0% I 9.9% 
~ M5- ~~~ _... 105 MDLD __  
j RPL ~ io6 I MDLD I 30.2731 ~ 3 0 2 1  $0.304 I 10.4% I 11.2% , ~ ~ 

i PlLM48 MD LD SU.301 30.344 ] $0.360 1 14.2% I 19.3% 

30.361- 1 bo414 I $0.427 I 14.9% 1 18.4% 

$0.377 I 12.6% I 16.3% 
$0.265 I 9.9% I 9.4% 

1 , RPL 
~ RPL .- - ~~~~ 

j RPL . 

... 

- 7 -  
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$0.501 I 17.0% I 19.0% 

$0.360 I 18.9% I 20.1 % 
$0.483 I 13.9% I 17.8% 

L P1LM59 

- a -  
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230 SMLD I $0.355 

232 SMLD $0.314 
231 SMLD I $0.257 

~~ 

p 
LRPL 

$0.414 $0.424 I 16.9% I 19.6% 

S0.371 $0.378 I 17.9% I 20.3% 
S0.304 $0.313 18.5% 1 22.0% 

-1 ~ 233 1 SMLD. 50.588 I $0.686 1 $0.678 I 16.7% I 15.2% 

15.2% 
-~ .. i OHS81 

$0.593 I $0.691 I $0.683 I 16.6% I 
$0.255 1 $0.297 I $0.306 I 16.6% 1 19.9% 

50.625 I $0.624 I 14.3% I 14.0% 
$0.716 1 12.1% 1 13.0% 
50.445 I 13.9% I 14.7% 

OH589 . .- 1. 
RPL .~~ I ' ..____. i:i Fwi$ 3 7 1 0  I 
OHS57 244 SMLD - I 50.442 1 .~ ~. ~~~ ~ 

- 10-  
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Information Request 

1. Please refer to MPAIANM-T-2. page 6, line 21 to page 7, line 3 where witness 
Glick discusses his adjustment to the per-pound portion of the DSCF container handling 
cost avoidance. Refer also to cell E57 of worksheet 'POUND-DATA-ADV in Excel file 
MPA-ANM-LR-2. Is it also necessary to make a similar adjustment in the calculation of 
the per-pound portion of the DDU container handling cost avoidance (cell E56)? Please 
explain your answer fully. 

Response Of MPNANM Witness Glick 

No. As discussed in my response to USPSIMPNANM-T2-34, the value in cell 

E56 should equal the transportation cost per pound for DDU-entered periodicals minus 

the per-pound portion (50%) of the DDU container-handling cost avoidance. The 

transportation cost per pound for DDU parcels is zero and the per-pound portion of the 

DDU container-handling cost avoidance (cell €47) is 4.3 cents per pound. Thus, the 

value in cell E56 should be -$0.043. which it is. 

0 

Consistent with the above explanation of the value in cell E56, I recently filed (as 

MPNANM-LR-6) a version of my rate design spreadsheet (MPNANM-LR-1) that 

replaces the complicated formula in cell E56 with the much more straightfolward 

formula "-E47". While this formula is much simpler than the one used in MPNANM-LR- 

1, both formulae produce the same correct value (-$0.043) in cell E56 
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CHAIRMAN OMAS: Is there additional written 

cross-examination for Witness Glick? 

(No response. ) 

CHAIR" OMAS: This then brings us to oral 

cross-examination. Three participants have requested 

oral cross. 

Mr. Strhus, American Business Media, you may 

begin. 

MR. STRAUS: Yes. I'm David Straus for 

American Business Media. 

CROSS-EXAMINATION 

BY MR. STRAUS: 

Q Mr. Glick, you received your Mas 

in 1994? 

A Yes, I did. 

er's degr 

Q Could you briefly give us the short version 

of your employment history since then? 

A Yes. I worked at Project Performance 

Corporation which is an economic consulting firm. 

work primarily for the Department of Energy, their 

environmental management program. In 1997 I started 

working more on postal issues at Project Performance 

Corporation and since 2001 I've been doing the same 

type of work at SLS Consulting. 

We 

Q So you've never been employed by a 

Heritage Reporting Corporation 
(202) 628-4888 
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periodical publishing company. Is that right? 

A No, I nave not. 

Q Have you ever had occasion to weigh the 

potential to save a few percent on postage with the 

possibility that a publication for which you were 

responsible would have to pay a penalty if it were 

late for a print appointment on a comail program? 

A No. I have not done that. 

Q Did you ever try to convince an editor, or a 

publisher, or an art director that the basic shape of 

a publication shou1.d be changed so it could be mailed 

less expensively? 

A No, I have not. 

Q Have you ever studied the trade off between 

waiting longer to be mailed in order to be part of a 

comail or pallet program with the possibility that 

some time will be gained from drop shipping? 

A No. 

Q Typically how long a delay in leaving the 

printing plant is there in order to participate in a 

comailing pool consisting of medium sized 

publications, that is fewer than 100,000 copies? 

A I don't think there's one answer on that. I 

know that some run a comail pool every day. I think 

Publisher's Printing is one of those. I think some 

Heritage Reporting Corporation 
( 2 0 2 )  628-4888 
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other printers mzybe a couple a week. 

Q Have you ever assisted a publisher in 

budgeting for a postal rate increase? 

A I've provided information which has been 

input into budgeting for postal rate increases. 

Q But you've never assisted in trying to 

figure out where to cut in order to pay the increase? 

A No. 

Q Have you discussed the rates you propose 

with any publishers? 

A At: a general level, yes. 

Q Can you be more specific about the general 

level? 

A I think I've just talked to them about what 

the impact on their publication would be. 

Q But not about the rate design? 

A Well, it flows from the rate design, but no, 

I have not had a discussion of the specifics of the 

rate design. 

Q Have you discussed the impact of your rate 

design with publishers specializing in periodicals of 

5 0 , 0 0 0  or less? 

A I've discussed it with consultants to such 

publishers. 

Q Have you discussed your proposed rate design 

Heritage Reporting Corporation 
(202) 628-4888 
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with printers? 

A Yes. 

Q Which printers? 

A I've discussed -: with Quad GraF 

Quebecor World and Ovid Bell. 

.cs * 

Q What can you tell me about Ovid Bell? I 

mean, how many publications do they print? 

A I don't know how many they print. I know 

that a lot of their publications are more in the 

10,000/15, COO ra.nge. 

Q 

A I don't know. I don't know. 

Q Did any of those printers give you an 

Do they print anything over 100,000? 

estimate of how much additional comailing and 

copalletizing would be accomplished under your rate 

design versus under the Postal Service's? 

A I didn't get a specific number, no, but - -  
Q Well, did you discuss the subject with them? 

A Yes. 

Q Have you ever negotiated a contract with a 

printer for a periodical printing service? 

A No, I have not. 

Q For comailing? 

A No, I have not. 

Q For copalletizing? 

Heritage Reporting Corporation 
(202) 628-4888 
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A No. 

Q For any specific printer do you know whether 

the amount it charges customers for copalletizing or 

comailing service is more than, equal to or less than 

the costs incurred by that printer? 

A Can you repeat the question? 

Q Yes. For any specific printer do you know 

whether the costs incurred by that - -  well, let me ask 

it in the same direction. Do you know whether the 

prices charged by that printer for comailing or 

copalletizing zre equal to, more than or less than the 

costs incurred i.y that printer for performing the 

services? 

A So a comparison of the price and the cost? 

Q Yes. 

A I would suspect that the price is - -  

Q No. It wasn't a question about what you 

suspect. 

that printer's costs are equal to, less than or more 

than the prices it charges? 

Do you know for any specific printer whether 

A I have not had a conversation on that with a 

printer. 

Q So your answer is no? 

A No. 

Q Let's assume that a printer is just barely 

Heritage Reporting Corporation 
(202) 628-4888 
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breaking even on comailing. In other words it's 

charging about what it costs and perhaps it's hoping 

that with additional comailing it will do better or 

it's doing it just because its customers are demanding 

it and wants to keep its customers. So in other words 

it's making no additional profit from the comailing 

service it offers because the postage saving is about 

the same as its cost of providing the service. 

The printer is hoping that the postal rate 

incentives will be increased thus possibly permitting 

him to make some money, use this as a profit center 

because he is providing a service. Is it plausible to 

think that in such a circumstance the printer will use 

that additional incentive to start earning a profit on 

comailing rather than passing it through as additional 

saving to its customers? 

A So you have a printer that's currently at 

break even? 

Q Yes. well, let me put some numbers on it. 

Let's say it costs the printer five cents to comail, 

and there's a five cent postage saving and he's 

charging the customer five cents for comailing. I'm 

sorry. Bad example. Let's say there's a six cent 

saving for comailing. I shouldn't have put numbers on 

it. 

Heritage Reporting Corporation 
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Let me go back to the original. The printer 

is breaking even. It's charging the customer what it 

costs him. Now there's an additional incentive so 

there's an additional postage saving. Is it plausible 

that the printer will retain that saving rather than 

passing it through in order to start earning a profit 

on comailing service? 

A I think that's one of the multiple plausible 

scenarios. 

Q Have you asked printers whether with an 

increased postage saving they will in fact pass that 

through to customers giving customers a greater 

incentive to comail or whether they'll tend to retain 

it to start earning a profit on comailing service? 

A I have not had that conversation. The 

conversation I have had is related to will there be 

more comailing under these rates as opposed to under 

the Postal Service proposed rates? 

a After reading all of the responses it's 

still not clear to me. Other than your Table 2 with 

seven publications is there any data in the record 

showing what the impact is of any of the rate 

proposals on copalletized publications or comailed 

publications? 

A Can you repeat the question? 

Heritage Reporting Corporation 
(202)  628-4888 
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Q Other than your Table 2 is there any data in 

the record showing the impact of let's say the MPA 

proposal on comailed or copalletized publications? 

A Yes. 

Q Where is that? 

A It's in POIR No. 19. If you go to the 

underlying library reference, USPS-LR-L-189, it shows 

which of the publications are comailed to some extent 

and you can calculate from that the rate increase for 

those publications 

Q Okay. we'll get to that in a minute, but 

what about data f o r  copalletized? 

A I think that the ones that are labeled as 

comailed, I understand that they could either be 

comailed or copalletized based upon the Postal Service 

response to the Time-Warner interrogatories that were 

filed. I think they were filed yesterday. So there's 

a combination of comailed and copalletized titles in 

that data set. 

Q Is there a way to distinguish between the 

comailed and the copalletized? 

A Not that I know of. 

Q There's been discussion in interrogatory 

responses about the difficulty of calculating the 

postage effect on comailed and copalletized 

Heritage Reporting Corporation 
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publications beca.use the mail.dat file that’s produced 

at the end includes data for multiple publications 

which is held highly confidential. 

that? 

Do you agree with 

A Yes. 

Q Can you explain how you were able to 

calculate the effect on these comailed and/or 

copalletized publications in response to POIR No. 19? 

9 A In response to POIR No. 19? 

10 Q Yes. 

11 A Well, the Postal Service provided summary 

12 data for the publications in that and USPS-LR-L-189 

included the publication as well as its comailed 0 l 3  
14 partners. They provided the billing determinants in 

15 the spreadsheet format and I calculated based upon 

16 those billing determinants the rates under the Postal 

17 Service proposal and the MPA/ANM proposal and Time- 

18 Warner did the same thing for the Time-Warner 

19 proposal. 

20 Q To the extent that there were said comailed 

21 publications in the data did the Postal Service 

2 2  provide you with data for each of the publications in 

23 that comailed pool or just for some of the 

24 publications in that comailed pool? I’m trying to get 

25 at what raw material you had available to you. 

Heritage Reporting Corporation 
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A The details of what’s in each row of that 

library referenze I think it was laid out in the 

Postal Service‘s response yesterday to the Time-Warner 

question, but I believe that it included the comailed 

title as well as anyone else in that comail with them. 

Q So would it be safe to assume that the 

comailed titled in your response to POIR No. 19, if 

chere’s one conailed title in there it would also 

include all of the other publications that it’s 

comailed witn? 

A To scme extent. I mean, I haven’t gotten 

all the way thrsugh the response to the Time-Warner 

interrogatory, b’Jt that‘s my general understanding. 

Q For those titles that are comailed are you 

showing just the effect on the title for that comailed 

portion of its mailing if there is in fact a comailed 

portion and a noncomailed portion? 

A I believe the data that was provided is for 

the comailed portion that includes that title and 

everything else in the pool, for the not comailed 

portions just that title. 

Q So it would have the complete data for any 

publication that’s included, both the comailed portion 

and the noncomailed portion? 

A It would also include some volume from other 

Heritage Reporting Corporation 
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titles that are in a comailed pool with them. 

Q Sontetimes you had to combine two numbers to 

get an overall impact? 

A I did not have to combine them. 

Q The Postal Service combined those two 

numbers ? 

A Yes. 

Q Could you look at your response to POIR No. 

19, please? I'rr going to ask you a few questions 

about sone of %ese publications hoping you have your 

back-up data wich you. I don't think I'll be asking 

anything that would ask you to reveal any data that 

are confidential If I do yell at me, or wave your 

arms, or something because I don't mean to breach the 

confidentiality. 

A Okay. 

Q Publication No. 3. 

A Okay. That's the one that says PUB ID 3 ?  

Q Yes. 

A Yes. 

Q You see there, I mean, I don't want to 

testify, but it looks a little bit unusual given the 

numbers compared to all the other numbers on this 

chart. It shows only a five percent increase under 

the Postal Service proposal and a 1.7 percent increase 

Heritage Reporting Corporation 
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under your proposal. Can you tell me what it is about 

that publication that leads to that to use your word 

anomalous result? 

A I coilld take some guesses at it today, but I 

haven't looked at this publication in detail. If you 

want to give me the publication I'd be happy to take 

it back with me and give you a response. 

Q If I want to give you the publication? 

A If there's a list of publications you'd like 

me to look at I'd be happy to look at them and tell 

you why I think the result is what it is. 

Q I'd rather wait for a written answer then 

get a guess orally. 

A Okay. 

Q Let me go through them. There's not very 

many of these. I'd like to tell you which ones I have 

questions about. No. 3 ,  which the question is 

obvious, why is it so low? 

A Okay. 

Q No. 13. You and the Postal Service are very 

close, but in Time-Warner's response to POIR No. 13 it 

was 4.12 percent. I'd like you to give me your view 

on why Time-Warner's result is so much different from 

yours and the Postal Service's. 

A Okay. 
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Q The same thing with No. 22. The Postal 

Service has 19.3, you're at 11 and Time-Warner is at 

2 . 5 .  No. 6 3 .  Postal Service is at 13 percent, you're 

at 22 percent, Time-Warner is at 47 percent. That's 

probably because it's nonmachinable, but you don't 

have ,a machinable/nonmachinable distinction, do you? 

A No, I don't and the Postal Service doesn't. 

Q So I guess what I ' m  asking there for is an 

explanation of why that increase is, I think it may be 

the biggest for you and so much larger than the Postal 

Service number. 

A I thcusht you said it was 47 percent for 

Time- Warner. 

Q Right, but 22.2 percent for you. 

A Right. 

Q My question would be why is it that high for 

you? I think that's your highest number. 

A Okay. 

Q Why is It so much higher, almost 10 

percentage points higher than the Postal Service? 

last is a comparison of No. 178 with No. 181. 

The 

A I'm sorry. 

Q No. 178 and No. 181. 

A Okay. 

Q No. 118 has eight and a half for the Postal 
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Service and 22.4 for you and No. 181 has 20.1 for the 

Postal Service and 7.5 for you, so in those two both 

of which are small high-density in one case yours is 

much higher than the Postal Service, in the other case 

yours is much lower than the Postal Service and I'm 

just trying to find out what kinds of mailing 

characteristics would lead to those results. 

A Okay. 

Q I'm done with POIR No. 19. 

A All right. 

Q Now, we'll go to your responses to 

interrogatories. Me asked you in Question No. 2 - -  

well, forget about what we asked. Your answer to 

Question No. 2(d) says subject to any tempering 

thought appropriate to avoid undue rate shock the 

Commission should set discounts for comailing and 

copalletizing equal to the cost that the Postal 

Service avoids from these activities. 

A Right. 

Q Except for rate shock considerations should 

ever worksharing discount for every rate sale reflect 

100 percent of the cost difference? 

A I think that you followed-up on that and I 

answered that if there were data quality issues you 

might want to deviate from 100 percent. Those are the 
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deviations that seemed reasonable to me. 

Q So, but if you were confident in the cost 

numbers and if you were confident there would be no 

rate shock then you would recommend that every rate 

differential in the system that's based on cost 

differential should reflect 100 percent, no more, no 

less - -  

A Are you talking about within a rate schedule 

or are you suggest.ing that possibly there would be a 

rate schedule with 100,000 cells, so much more 

complicated. C ' m  not suggesting that there should be 

a 100,000 cell rate schedule. 

Q No. I ' r  saying without changing cells. 

That should each of the rate cells that exist today 

reflect 100 percent of the cost differentials between 

those cells? 

A Yes. 

Q Do they? 

A Do they today? 

Q Yes. 

A No. 

Q Do they for classes other than periodicals? 

A To a much greater degree than for 

periodicals. 

Q Isn't that because periodicals has more rate 
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cells? I mean, there's no drop ship discount for 

standard mail, is there? 

A There's a drop ship discount for standard 

mail. 

Q There's no zoned rate for standard mail? 

A That's true. 

Q Firs:-class mail has no drop ship discount, 

correct? 

A That is true. Perhaps it should. 

Q That's another client. So now let's look at 

both periodicals and other classes. If the Commission 

sees a significhnt cost difference between types of 

mail not now separately identified as subclasses or 

rate cells should it create new rate cells in order to 

be able to charge different amounts based on cost 

differences? 

A Within a subclass? 

Q Yes. 

A Do you have an example? 

Q Machinable versus nonmac ? periodicals 

A Well, I think MS. Cohen discussed that 

earlier. I don't have a conceptual opposition to 

doing that. I think it probably makes sense if there 

are significant cost differences to reflect them in 

the rate schedule. 
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Q Let's assume it could be shown that 

commercial delivery of periodicals was less expensive 

than home delivery of periodicals because for example 

businesses pick up their mail, because the routes are 

so much denser, because there's 8,000 people in a 

building and not 8,000 people in 4,000 buildings. 

If that could be shown would you support a 

rate differential for periodicals being sent to 

business addresses versus residential addresses? 

A Well, I think you'd have to look at 

practical considerations that we already talked about 

such as can you really get data on it and what's the 

impact look like, but I don't have a conceptual 

problem with it. 

Q The same thing would go for say if it 

be shown that daily publications because of the 

could 

need 

for prompt service cost more to handle than monthlies, 

you would have no problem with a rate distinction 

there either? 

A No. I think it would promote efficiency. 

Q Is the rate schedule fatally defective if it 

doesn't reflect those differences? 

MR. LEVY: I'm going to object. This is I 

think going way beyond the scope of his testimony. He 

has not proposed these specific proposals and Ms. 
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Cohen and not Mr. Glick was the general policy 

witness. 

MR. STRAUS: I'm testing the witness' extent 

of his belief that all worksharing discounts should be 

at 100 percent where it's okay to have some at zero 

percent and it's okay to have some at 100 percent, but 

nothing in between is appropriate. That's where I'm 

trying to go with that. I think this is fair given 

his testimony. 

MK. L!3VY: His testimony was it should be at 

100 percent absent countervailing policies. 

CHAIWM O W :  Mr. Glick, can you answer 

the question? 

THE WITNESS: I haven't looked at these 

specific issues, but I don't have a problem with 

proposing rate differentials based upon those factors 

if you can estimate the cost differences and you take 

into account the practical considerations associated 

with it. 

BY M R .  STRAUS: 

Q So the practical considerations being two. 

One is no rate shock and the other is you're confident 

in your cost data. If those two criteria are 

satisfied then you would support a rate difference at 

100 percent and only 100 percent of that cost 
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difference. Is that right? 

A I think that again we might prioritize 

different things, but sure. 

Q Are there some printers that can comail 

today, but because of space constraints cannot 

copalletize? 

A That would not be surprising to me, but I 

don't know. 

Q Have you physically seen a copallet program 

in operation at a printer? 

A Yes. 

Q 
A Yes. 

Q There are seven publications in your Table 

2. Can you tell me when you requested the data from 

those publications? 

Have ysu seen a comail operation? 

A It was sometime around MTECH. I don't 

remember the exact date, but - -  

Q The August MTECH or the March MTECH? 

A Yeah. It was during the August MTECH 

meeting . 

Q So was that after or before you developed 

your rate proposal? 

A I was in the process of developing my rate 

proposal. 
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Q How far had you gotten at that point? Were 

you where you are today or did you make significant 

changes after you received the data? 

A I did make significant changes after I 

received the data. 

Q On the basis of the data or just 

coincidentally? 

A Coincidentally. 

Q You said in response to QUeStlOR No. 29 - -  

A Let me get that. Okay. 

Q - -  that. you asked for only comailing 

information and not. copalletizing information because 

you intended to rely on data provided by Postal 

Service Witness Tang with respect to copalletized 

publications. 

A That's right. 

Q Why would you not at that time you thought 

be able to rely on her data for comailed publications? 

A She didn't provide any data on comailed 

publications. 

Q Again, in No. 29 you said that Quad Graphics 

and Quebecor World comail much more than they 

copalletize. Do they copalletize at all? 

A 7 believe so. 

Q Why? Why don't they just comail everything? 
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1 A I don' t know why. 

2 Q Aren't the savings bigger from comailing? 

3 A Yes. 

4 Q But they choose to copalletize some anyway? 

5 A Yes. 
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Q Please look at your answer to A B M  Question 

No. 30. 

A Okay. 

Q I don't understand the answer. Could you 

expand on that a bit? 

A Okay. I did ask Quebecor World and Quad 

Graphics to analyze the Postal Service proposal for an 

entire comailed pool and they provided me data on that 

with respect to how much the incentive to comail 

increased for an entire comailed pool under the Postal 

Service proposal. I didn't ask them to analyze any 

other specific publications. 

Q Okay. So are the seven publications in 

Table 2 the only publications for which you got 

sufficient data to make the calculations? 

A Yes. 

Q Now, turning to No. 31. 

A Okay. 

Q 1 think answer (a) says that you did make 

inquiries with respect to copalletized publications 
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after concluding you could not use Witness Tang's data 

after all. Is that right? 

A Yes. 

Q But it said you didn't receive data that 

were usable for this purpose because the requests you 

made were more Tenera1 in nature. 

A Right. 

Q It sounds like you didn't even ask for the 

right data and tharefore you couldn't do the study. 

Where am I missing? 

A When I talked to Quad Graphics and Quebecor 

World we had I'd say five, six, seven conversations 

narrowing down, so they could come back to me, ask me 

exactly what I was looking for so we could go back and 

forth to iterate to getting the right data. I had 

enough time to do that on the copallet. I asked 

people is there any data you can provide me on it? 

In general what I got was data that wasn't 

accurate in terms of the number of containers. 

Q Why is it that they couldn't give you a 

mail.dat file for the publication by itself and a 

spreadsheet showing the resulting billing determinants 

for a copalletized publication? 

A Why i,r it they couldn't? 

Q Yes. 
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A Well, they didn't. I can't tell you why 

they couldn't. I know that there's one 

copalletization provider who I've gotten data from who 

in their mail.dats they don't update the 

containerization information, so when they move from a 

rnail.dat to a 3S41 they do provide information 

currently on destination entered pallets and other 

information that's required to complete the postage 

statement, but not all of the data is updated in the 

mail dat files. 

Q How does a printer know how much postage to 

charge the publisher of Publication A in its copallet 

pool ? 

A Because they can put forth postage 

statements. They can create accurate postage 

statements, but those don't have accurate 

containerization information to calculate postage 

under the Postal. Service proposal. 

Q What about under the MPA proposal? 

A I'm just trying to think about exactly what 

I got. Once I saw that I couldn't do it under the 

Postal Service proposal I didn't move forward to look 

at the MPA proposal. It's possible that I could have 

done that. I'm trying to think about whether I could 

have. I'm not sure. 
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Q Please look at Question No. 3 3 .  

A Yes. 

Q You say that the MPA proposal provides more 

incentive than the USPS proposal to copalletize or 

comail periodica.ls. Just so we're all clear on this 

the Postal Service proposal provides a greater 

incentive under its proposed rates to comail and 

copalletize than exists today, does it not? 

A For these seven titles. Yes. 

Q In general? 

A For these seven titles. 

Q What ihout in general? 

A I suspect that there's a modest increase in 

general. 

Q So the answer is yes? MPA's provides more 

incentive than the Postal Service, but the Postal 

Service provides more incentive than today's rates? 

A I believe that's true. 

Q Today's rates do provide incentive because 

we heard from Ms. Cohen that a lot of people are 

moving to copalletizing and cornailing, correct? 

A They do provide some incentive. Yes. 

Q Further on in your answer to No. 33 where 

you did sort of your simulated copalletization 

scenario - -  
Heritage Reporting Corporation 
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A Yes. 

Q - -  yvo assumed that with copalletizing two- 

thirds of the drop shipped pieces are entered at the 

DADC and one-third at the SCF. What’s the basis for 

that assumption? 

A Well, in FY 2005 two-thirds of the copal 

discount was given at the DADC, so there were 

approximately 8 3  million pieces that qualified for the 

DADC copalletization experimental discount and about 

40 million at the DSCF, so it was about two-thirds at 

the ADC. My asscmption is that the part that’s 

comailed is getting more to the SCF and so probably 

the percentage of pure copal that’s only getting to 

the DADC is probably higher than two-thirds. 

Q Did you assume for purposes of your Table 

2(a) that all of the pieces of a publication were in 

fact copalletized? 

A I assumed that all of the pieces that I 

analyzed were copalletized. 

Q In a typical copallet situation especially 

with small circulation periodicals do all of the 

pieces make it. onto pallets or are there some residual 

sacks? 

A My understanding from discussions with 

vendors is that almost all of them get on the pallets 
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More than 95 percent.. 

Q Do more than 95 percent of the pallets get 

drop shipped? 

A Yeah. That's my understanding. I mean, I 

know that it may not be the case when the publication 

is air freighted, Sut my understanding is a lot of 

what pays for copalletization under today's rates is 

that drop ship discount. It wouldn't make sense to do 

it unless you were given that drop ship, so my 

understanding is almost all of those pallets if not 

all of those pallets are getting drop shipped. 

Q So you're suggesting that someone who 

copalletizes and doesn't drop ship all of its pallets 

is doing something illogical with respect to its 

nondrop shipped pallets? 

A No, no. I'm suggesting they're doing 

something atypical. 

Q In creating your Tables 2(a) and 3(a) did 

you test any other hypothesis other than the two- 

thirds/one-third? 

A No. 

Q Please look at your response to No. 37. 

A Okay, 

Q In Part (a) (ii) you show that with the 

exclusion of the one publication creating the single 
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highest number of five digit pallets or landing on 

five digit pallets - -  

A Right. Which I think was about 12 percent. 

Q Excuse me? 

A I think that was about 12 percent for that 

publication. 

Q Right. For the remaining publications the 

number of pieces making it to five digit pallets was 

only two percent. Is that. right? 

A That's true. Under USPS-LR-189 it's clear 

that some comalls result in much higher five digit 

pallet percentages. I think five of them had over 20 

percent and one had over 50 percent on five digit 

pallets from a covail. 

Q What was the range of the ones you tested? 

A I think it was less than one percent to 12 

percent without any incentive to get on five digit 

pallets. 

Q The one that had the highest percentage had 

a 217,000 piece mailing, didn't it? 

A That's true, but if you have a circulation 

of 30,000, you're in that comail pool, you're probably 

going to get that 12 percent as well. 

Q So you don't think it's just a coincidence 

that the one with the largest circulation had the 
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largest amount on a five digit pallet? 

A I do think it's a coincidence. 

Q Please look at your Table 2(c) in response 

to question 3 8 .  

A Okay. 

Q To compare Mother Earth News with Interweave 

- -  Do you see that? Mother Earth News has a 

bigger increase than Interweave Knits under co-mail 

and a smaller increase on the solo scenario. 

A Right. 

Q Can ysu tell me why? 

A Do you want my educated guess, or would you 

rather that I not guess? 

Q I would rather have you guess this time. 

A Okay. I suspect it's because Interweave 

Knits is in a larger co-mail pool, and so that results 
in the lower rate increase under co-mail. I'm not 

sure why, as a solo, it's higher. 

Q Do you know whether is co- 

mailed with any publications with circulations in 

excess of 200,0CO? 

A I don' t know. 

Q Do you know anything about the other 

publications wlth which it's co-mailed? 

A No. 
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Q Do you know the size of the co-mail pool? 

A No. 

Q But the size of the co-mail pool can have a 

lot to do with the level of rate, can't it? 

A Yes. 

Q Please look at your response to 3 9 .  

A Okay. 

Q Here, WE asked you to divide the increased 

incentive from your proposed rates into two pieces - -  

A Right:. 

Q - -  one, the piece that results from charging 
more for solo mail and the other that results from 

charging less for co-palletized or co-mailed mail. 

A Right. 

Q And the numbers on this chart show that the 

portion of the incentive related to higher rates for 

solo mail are in excess of half and usually in excess 

of 80 percent of the increased incentive. Am I 

reading that correctly? 

A Yes. The USPS proposal provides a deal to 

origin-entered sacks that cost four to five dollars to 

handle, and there is an 85-cent container charge. 

The question had nothing to do with the Q 
Postal Service proposal. 

A It had everything to do with the Postal 
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Service proposal because this is a comparison of my 

proposal with the Postal Service proposal. 

Q Tell me how you calculated the percentages 

in this table. 

A I determined how much more incentive there 

was under the MEA/ANM proposal minus under the USPS 

proposal. Then I divided that up in between how much 

was because of a Larger increase on the origin 

entered, the solo mailing, and how much was due to a 

smaller increase on the co-mail. So it was a 

comparison between the MPA/ANM proposal and the USPS 

proposal. 

Q So, for these publications, in five of the 

cases, more than 80 percent of your increased 

incentive results simply by charging higher rates for 

solo mail. 

A Yes. I think that's because the Postal 

Service proposal has given a great deal to origin- 

entered sacks. 

Q Is this something like what I'm told used to 

happen in England, where they drilled holes in the 

coach railway cars to create breezes to make sure 

people would pay more for first class? 

A Is that a rhetorical question? 

Q No. It sounds like the incentive you're 
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slapping this guy down here to make him 

than saying, you can save money if you 

co-mail, you're saying, if you don't co-mail, you're 

just going to have to spend a lot more. 

A Well, if I passed through 100 percent across 

the board, then it would have been a much higher rate 

increase. I tried to ensure that the rate increase 

was limited on those that are not co-mailed. 

Q Now, I would like to direct your attention 

to your response to Question 41. 

A Okay. 

Q You present here in a table the results of 

impact of the Postal Service and MPA proposals on 

additional publications. 

A Yes. 

Q And you say you requested mail.dat files. 

When did you do that? 

A It was ongoing. I think it probably began 

in June. 

Q Was this a general request to MPA members, 

or was it a request to just specific publishers? How 

did you decide who to ask for the data from? That's 

terrible. 

A I think I understand. We asked the MPA 

Postal Committee; we asked MPAs, I-MAG, the 
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Independent Magazine Advisory Group; and I think that 

there were some inernbers who just came to us and wanted 

us to look at it, and we collected data from them. 

Q So there was no systemic effort made to make 

sure you had some small, some medium, and some large. 

A NO. 

Q In fact, you wound up with virtually all 

large publications. Is that right? 

A Yes. There are some mediums. I don't think 

there are any smalls. But the purpose of that was, 

people wanted to know the impact, and we collected 

data from people who either we asked them if they 

wanted us to look at it, or they came to us. 

Q Didn't MPA want to know the impact on its 

own members? You act as if the publishers are the 

ones who came to MPA and said, tell us - -  

A I think it's a combination of the two. 

Q Well, if MPA wanted to know the impact on 

its members, wouldn't it logically want to know the 

impact on small members, medium members, and large 

members ? 

A Sure. 

Q You've got 63 publications here, 5 8  of which 

are large. 

A Right 
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Q Five are medium, and none are small. 

A Right.. A decent amount of the medium and 

small were being co-mailed and co-palletized, and we 

couldn't get data on them. 

Q But did you try to get data on small and 

mediums? 

A Yes. We went to the Independent Magazine 

Advisory Group, which has smaller members, and much of 

them said that they were co-mailing, not all of them. 

Q And the ones that weren't co-mailing just 

didn' t produce the data. 

A No. We did get some data. We had 

publications in t k  medium group, which are between 

15,000 and 100,000. We didn't get any under 15,000, 

and we did a seriaus analysis of the small 

publications based upon the data set provided by the 

Postal Service. 

Q But these are the only MPA-member 

publications on which you were able to calculate 

impact 

A These are the only MPA members that we had 

post-24-piece-sack-minimum rule data, and thus we 

could accurately calculate impact. 

Q Does ih surprise you that the average 

increase for the five medium publications here is 15 
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percent larger than the average increase for the large 

publications? 

A 

Q It's 15.06 percent, if my math is right, for 

Can y m  give me the numbers again? 

the medium and 10.77 percent for the large. 

A It doesn't surprise me that medium 

publications that. aren't co-mailing and co-palletizing 

would receive larger increases than large 

publications. 

Q I calculated, or counted, I guess, is a 

better word, that of the 58 large, 40 of them had 

increases of less than 10 percent. 

A How many? 

Q Forty. 

A Forty of 58:' 

Q Yes. 

A So they were approximately two percent lower 

than the average 

Q I don't know what the average is. Do they 

tend to be the larger of the large, the ones that had 

the smaller incr-eases? If you take the large 

category, and you have 58, so roughly two-thirds of 

that 58 had increases of under 10 percent, and one- 

third increaser; 3f greater than 10 percent are the 

ones that had .increases of less than 10 percent 
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larger, on average, than those that had increases of 

greater than 10 percent. 

A No. I think the big driver related to the 

average piece weight. 

Q That drove the percentage increases. 

A Yeah. 

Q Are there any publications in this chart 

with circulations over a million? 

A Probably. Actually, I ' m  sure there are. 

Q What can you tell me about Publication 49? 

M R .  LEVY: Let me interject a possible 

proprietary issue. I would ask the witness alert. 

The problem is wben you get into really big 

circulations, you may start identifying publications, 

even if they are not named. 

MR. STRAUS: I understand. 

BY MR. STRAUS: 

Q Publication 49 has only a 3.8 percent 

increase under the MPA proposal, which is quite a bit 

smaller than any other increase under the proposal. 

A Right 

Q I ' m  trying to find out, similar to the 

questions I asked about OPR-19. What is it about that 

publication that created that favorable result? 

A I think, if I told you that, it would be 
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clear what the publication was. 

Q Like maybe it weighs a lot? 

A What’s that? 

Q Perhaps it weighs a lot. 

A I do helieve that’s true, but I don’t 

believe that’s the only reason. 

Q And understanding that telling me just 

whether it was weight or density would give away the 

publication. 

A I believe that what I could tell you would 

give away the publication, yes. 

MR. LEVY: May I suggest that if this is 

important to Mr. Straus, and I’m not - -  the 

questioning, th2.t we go off the record for a second, 

the three of us consult, and then if he wants to 

pursue, we can do it on a sealed transcript. I‘m not 

objecting to the question. 

CHAIRMAN OMAS: Mr. Straus? 

MR. STRAUS: Yes. That’s fine with me. 

CHAIRMAN OMAS: Okay. We’ll go off the 

record. 

(Discussion held off the record.) 

CHAIRMAN OMAS: We’re back on the record. 

Mr. Levy? 

MR. LEVY: Off the record, we decided that, 
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overnight, I would buy one of every copy of the 

publications on a newsstand and tomorrow wave them in 

front of Mr. Glick, and when he raises his eyebrows, 

that's the one. 

THE WITNESS: I'm not a very good poker 

player. 

MR. L ~ Y :  Information was disclosed under a 

protect condition such that, on the basis of that 

information, I'm not going to pursue the request, so 

we'll just move on. 

BY MR. STRAUS: 

Q Mr. Glick, in response to Question 44, you 

say that you analyzed the Time Warner proposal for a 

few publications and give some results. Are those 

publications included on your list that you provided 

in response to 41? 

A Well, the first one, there is not a direct 

map because I only looked at one mail.dat, whereas 

multiple mail.dats were analyzed in response to 41. I 

believe that they were also in 41. 

Q So you can't line them up for me. 

A No. 

Q Can  yo^ tell me what the characteristics 

were of Publication 5 that led it to have an increase 

twice as big as the average for the other three? 
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A No. 

Q Why is that? 

A I just don' t remember. 

Q Okay. If you had all of your data with you, 

you would be able to tell me, though. Correct? 

A Yes. If I had every spreadsheet that I've 

looked at for the last month, yes. 

Q I'm not being critical. I'm just saying it 

can be done; it just can't be done right here today. 

A I aqree with that. 

Q In response to Question 9, you refer - -  

A ABM 9? 

Q Y e s .  

A Okay. 

Q I'm going out of order. I know that. 

A That's okay. 

Q There, you refer to Table 2, which is at 

page 9 of your direct testimony. 

A Okay. 

Q And you state that the table compares the 

percentage rate increases for these publications if 

co-mailed and drop shipped with the percentage 

increases of origin entered as a solo mailing under 

the USPS proposal. 

A Right. 
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Q If you had, instead of listing percentage 

increases, 1ist.ed cents-per-copy increases, would the 

relationships that you find distressing; that is, can 

the percentage increase for co-mail being larger than 

for solo entry in some cases be reversed? 

A So, in Table 2, I had cents per piece. 

Q Yes. 

A Yes. I think I said that in response to an 

interrogatory, tha.t the solo entry at origin, from a 

cents-per-piece perspective, would be a little bit 

more than the c:er,ts per piece for the co-mailed and 

drop shipped. That's how you result in a modest 

increase in the iitentive because one went up a little 

bit higher in cents per piece. 

interrogatories? 

Are we going back to 

Q Yes. 

A Okay. 

Q Number 24. 

A Okay. 

Q I'm just going to take issue with one word 

here in your an9wer to Part A .  When you say that the 

worksharing discounts and present periodicals rates 

are relevant to co-palletization, you're saying that 

these elements all provide an incentive for co- 

palletization. Correct? I mean, they could be 
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relevant in a lot of ways, but they are relevant 

because they provide an incentive. 

A Yes. 

Q Some 0: the incentives proposed by MPA are 

available for mail that co-mails but not for mail that 

co-palletizes. Is that correct? 

A Co-mail changes characteristics of a mailing 

that co-palletization does not. For example, I think 

what you're suqgesting is that co-mail might increase 

presort. Howeve:, you could have a co-pal that 

includes carricr route mail, and they would have 

access to the larger carrier route incentive, but it 

would no differ between the solo entry and the co-mail 

entry. 

Q Co-palletizing doesn't give you one more 

piece of carrier route presort than solo mail, does 

it? 

A That's what I was attempting to say. 

Q You say, in response to 26(a), that to give 

an unequivocal response on whether co-mailing will 

reduce combined postage and nonpostage costs, you 

would need to know both the specific billing 

determinants and the nonpostage costs. 

A Rigkt. 

Q What did you do, if anything, to learn the 
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1 level of nonpostage costs? 

2 A Well, I didn't specifically go out and 

3 request data on costs. For people who participate, 

4 presumably their nonpostage cost is less than the 

5 postage difference. I know, under the A B M  survey, 

6 there certainly are some people who have suggested 

7 that the cost of co-pal exceeds or meets the USPS 

8 postage discounts, which is why they are not doing it. 

9 There are some that it pays to do it, and there are 

10 

11 

12 

14 

15 

16 

17 

18 

19 

20 

21 

22 

some, apparently, that it doesn't pay to do it. 

Q But -fog didn't make any effort to ask 

printers or publishers - -  let's start with printers - -  

to ask printers what costs they incur and pass through 

to co-mail or co-palletize. 

A I think I've already answered that. I did 

not .  

Q In response to 26(b), you say that, under 

the Postal Service proposed rates, it may be necessary 

to have 200,000 pieces in a co-palletization pool to 

make it cost effective. Where did that 200,000 number 

come from? 

A I was just giving an example. It was 

23 illustrative. I do know that Farrington, for example, 

24 typically has about 200,000 in a pool. I don't know 

25 that that's an absolute minimum that would make it 
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make sense. 

The point was that the postage discount 

depends on how much you're upgrading a mailing, and if 

you have 2OO,OOC, you're going to upgrade it more than 

if you have 100,000. 

Q So you're not saying that 200,000 is some 

sort of a break-even point under the Postal Service 

proposal. 

A No, but I believe that there is some break- 

even point. 

Q What about for a co-mailed pool? Is there a 

break-even point fur that, too? 

A Well, probably. Right now, I know a lot of 

printers have restrictions that you can't have 

versions under 5,000 copies or 5,000 pieces. Perhaps 

that's the break-even point, and perhaps if you had a 

bigger incentive, it would go down to 3,000. 

Q That's a helpful number. That's saying that 

they won't co-mail something of less than 5,000 

pieces, but I ' m  asking whether there is a break-even 

point for the total pool that's being co-mailed 

together, the total number of pieces. 

A Again, it depends on where you start and 

where you end. Over at Bell, for example, my 

understanding is that they maybe co-mail 10 
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publications, about 10, and they have about 10,000 

copies. 

small that they have able to upgrade from 10,000 to 

100,000 and be able to do that. 

So they found a way because they are starting 

Q And do they get a lot of carrier route 

presort as a result? 

A I think it depends on the geographic 

distribution of it. 

Q Well, what it is, it is. Do they have the 

geographic distribution to get a substantial amount of 

carrier route presort with a 100,000 pool? 

A I suspect that they would have some carrier 

route. I don't know how much. 

Q Please look at your response to Question 46. 

A Okay. 

Q This relates to our attempt, unsuccessful as 

it was, to address the difference between rewards for 

people who do it anyway and incentives to make people 

chancje their behavior. 

A Right. 

Q Both your testimony and Ms. Cohen's 

testimony focuses exclusively on incentives. We want 

to give incentives. We want to give price signals to 

make people change, but, as you heard Mr. Bergin 

cross-examining Ms. Cohen, a lot of the savings go to 
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people who do it anyway, either because there is 

enough incentive in today's rates or because they 

palletize for other reasons, for example. 

So we asked you, in Question 46, about a 

utility that decides to give cash payments to 

consumers who replace low-efficiency air conditioners 

with high-efficiency air conditioners and ask whether 

it should offer that same incentive to somebody that 

had already repiaced a low-efficiency air conditioner 

with a high-efficiency air conditioner. 

A Yes. 

Q Yes, what? 

A I'm hearing you. 

Q You just keep saying yes, and I'll just keep 

asking questions. 

And you say you can't answer the question 

without more information. It doesn't identify the 

goals that the utility and its regulators are seeking 

to satisfy. 

A Right. 

Q Okay. Well, I don't know what other goal 

there could be other than to lower the consumption of 

electricity by replacing low-efficiency units with 

high-efficiency units. 

The question is, why isn't it an analogous 
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1 situation tb say, we're going to give those people 

2 more money for being on pallets as an incentive 

3 compared with giving somebody money for going to high- 

4 efficiency light bulbs or high-efficiency air 

5 conditioners. Zf you don't like an air conditioner 

6 because it costs a lot, use changing to fluorescent 

7 lights. Why can't you analogize those two situations? 

8 The question is. do you give somebody an incentive for 

9 something he is already doing? You say that's 

10 appropriate in the case of palletizing. 

11 A Right. 

12 Q Is it appropriate in the case of replacing 

the air conditioner? 

14 MR. LEVY: I'm going to object to this line 

15 The witness has testified he is not an expert on 

16 utility regulation. The point of Mr. Straus's analogy 

17 is obviously to show that they don't do it on electric 

18 regulations, so, by analogy, they shouldn't do it 

19 here, 

20 The witness has said, I'm not an expert in 

21 electric uti1it.y regulation, and, moreover, there is a 

22 difference because this isn't a long-lived investment, 

2 3  when you palletize so it's distinguishable, it's not a 

24 sunk investment. I think we're sort of beating a dead 

25 horse here asking him to opine about a comparison to 
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something that he hasn't testified about, and he is 

not expert about.. 

BY YR. STRAUS: 

Q My question does not involve anything about 

electric utility regulation. Let's assume this is an 

unregulated, municipal utility. You're an economist 

or a physicist., or both. You get hired by the 

municipal utility, which is totally unregulated, and 

they say, we war.r: to get people to get rid of those 

crappy, old air conditioners and replace them with new 

ones that are much more efficient. We think, if we 

give people $200 toward the price of a new one, we can 

get them to change. Should we give that $200 to 

everyone who has already changed? 

A I think that there is an efficiency and an 

equity component. This Commission, not the utility 

commission, discussed this in R2000-1, noting that 

efficient component pricing makes sense, both from the 

perspective of promoting efficiency and also from the 

perspective of being fair and equitable because it 

ensures that unit contribution of workshared mail and 

nonworkshared mail are the same. 

Q So it's two reasons that support your 

proposal. One is to provide incentives to those who 

don't do it, and the other is to be more equitable to 
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those who do it anyway. 

A I think it's also the case that there are 

some people who do it today that the discount might 

not be enough tomorrow. If you look at the Co-pal 2 

experiment, there was every expectation that printers 

were going to take part in this, and fuel prices went 

up, transportation costs went up, and no one 

participated in it, even though it's been around for 

two or three years. 

So it could be that someone expects they 

will, and the incentive currently is enough, but it 

won't be tomorrow. 

MR. STHAUS: I have no further questions. 

Thank you, Mr. Glick. Thank you, Your Honor. 

CHAIRMAN OMAS: Thank you, Mr. Straus. 

Mr. Bergin? 

CROSS-EXAMINATION 

BY MR. BERGIN: 

Q Good afternoon, Mr. Glick. 

A Good afternoon. 

Q Tim Bergin for the McGraw-Hill Companies. I 

have a few additional questions for you. 

A Okay. 

Q Could you please take a look at your 

response to Presiding Officer's Information Request 
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No. 19? 

A Yes. 

Q I want to focus, first, on one stratum of 

that database of publications that includes 

Publications 211 through 234. 

A Okay. I'm going to have to flip back from 

page to page, but go ahead. 

Q As a preliminary question, have you reviewed 

the response to Presiding Officer's Information 

Request No. 19 that was submitted by Time Warner 

Witness Strawberg? 

A I've looked at it. I haven't done a 

thorough review, but I've looked at it. I'm sorry. 

Do you want me to look at that response? 

Q Well, let me ask you a question first. 

Witness Strawberg classified certain small 

publications - -  I should say, reclassified them as 
very small publications. 

A Right, the ones under a thousand. I think 

that's what he reclassified into very small. 

Q In other words, the small publications being 

from 1,000 to 15.000, and mail circulation in the very 

small publications being less than 1,000 - -  

A That's what I believe he did, yes. 

Q Do you agree - -  you worked with the same 
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database of publications - -  that what he did was 
appropriate in that regard? 

A I think you cut and slice it any way. I 

don‘t have muck of an opinion about whether it was the 

best way to slice it or not. 

Q Well, do you agree with Witness Strawberg 

that Publications 194 through 210 are very small 

publications with less than a thousand mailed 

circulation? 

A I believe he labeled them according to that, 

but I haven‘t dmhle-checked it. 

Q But, in any event, Publications 211 through 

234 are simply small publications as opposed to very 

small publications. Is that correct? 

A According to the classification that Witness 

Strawberg - -  sure. 

Q And you have no reason to disagree with 

that, I take it. 

A No. 

Q Those publications, you, I guess, unlike 

Witness Strawberg, labeled those as low-density, small 

publications. 

MR. LEVY: Request for a clarification. 

“Those publications” refers to which? 

MR. BERGIN: Publications 211 through 234. 

Heritage Reporting Corporation 
(202) 628-4888 



10430 

That‘s the particular stratum to which my questions 

will be directed. 

MR. L E W :  Thank you. 

THE WITNESS: I didn’t label them low 

density. I used the Postal Service’s label. 

BY MR. BERGIN: 

Q Right. What do you understand “low density“ 

to refer to? 

A It reters to, I think, geographic density, 

so if it‘s low density. it would be more likely to be 

a regional or na.t.iona1 publication as opposed to a 

local publication, but I don’t know - -  

Q Is that low density or high density? I’m a 

little confused. 

A The general concept is that “high density“ 

means you have a lot of pieces for a specific 

destination. “Low density“ means that it‘s spread 

o u t .  So low density would typically refer to more 

regional or national as opposed to local, but I don’t 

know the cutoff. 

Q Okay. Now, looking at this stratum of this 

database of publications, small publications, low 

density, numbers 211 through 234 - -  

A Right. 

Q - -  am I correct that the highest increase 
Heritage Reporting Corporation 
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under the rate proposals by MPA and the Postal 

Service, respectively, would be under the MPA 

proposal, at 22 percent? I believe that’s Publication 

No. 231. 

A Okay. 

Q You’ll accept that? 

A I will accept that, and I’ll accept that the 

10 other strata in the Postal Service proposal results 

in a much higher rate increase. 

Q We‘ll come to that. 

A Okay. 

Q In this particular stratum, small, low- 

density publications - -  that‘s numbers, again, 211 
through 234 - -  unfier the MPA proposal, I count six 
publications - -  that’s six out of 24, a quarter - -  

that would have a rate increase of greater than 20 

percent under the MPA proposal, and I see no 

publications in this stratum, under the Postal Service 

proposal, that would have a rate increase of greater 

than 20 percent 

A For this particular stratum. 

Q Right. 

A Your observation appears to be correct for 

this stratum. 

Q And, finally, with regard to this stratum, 
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of the 24 publications involved, 21 appear to have a 

higher increase under the MPA proposal than under the 

Postal Servic? proposal. Do you have any reason to 

disagree with thht, subject to check? 

A I have no reason to disagree with it. The 

reason for that is that we've proposed larger drop- 

ship discounts that are based on a better estimate of 

costs avoided. We have proposed a larger incentive to 

palletize, and so it's not unexpected that we would 

have a larger increase there because we also have a 

larger incentive to palletize and drop ship that. 

If you look at all of the small publications 

as a whole, we have a lower maximum increase. 

Q Let's look at another stratum. This one 

would be, again, small publications, but this time, 

high density. I believe that would correspond to 

Publications No. 153 through 193. 

A I'm sorry. Can you give that to me again? 

Q Publication Nos. 153 through 193. 

A No. I have here, it would be 153 to 210. 

Q I think, from 194 through 210 would be the 

very small category, at least - -  

A So you're overlaying Strawberg's - -  

Q Exactly. 

A Okay. I believe you, that that's true. 
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Q I think I'm'correct in that regard. And 

similar to the stratum for small publications, low 

density, I count 34 of the 41 pubs in this category 

that would have a higher rate under the MPA proposal 

than under the Pcstal Service proposal. 

A Okay. Do you want me to double-check that? 

I'll accept that. 

Q All right. That will be fine. And I count 

14 publications in this stratum that have a greater- 

than-20-percent increase under the MPA proposal, while 

only three wocld have a greater-than-20-percent 

increase under the Postal Service proposal. 

A Okay. 

Q So it's similar to the previous stratum we 

looked at for small, publications, low density. 

A Okay. 

Q The ultimate point or question I have for 

you, if you look at all of the various strata in this 

sample of publications, including large, high density; 

large, low density; medium high density; medium, low 

density, there only appear to be a couple of strata in 

which the MPA proposed rates appear to be more 

favorable than the Postal Service proposed rates with 

respect to mitigation of impact on publications, and 

that would be in the very small categories, which, 
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again, using the overlay from Witness Strawberg, would 

be Publications 194 through 210 and 235 to 259. 

A Okay. 

Q Do you have an understanding of why the MPA 

proposed rates would be more favorable in those strata 

of very small pilkrlications and not in the other 

strata, comparing them with the impact of the Postal 

Service propose% rates? 

A I have:i't specifically looked at the very 

small stratum, but a couple of thoughts come to mind. 

We intentionally reduced the rate difference between 

basic and three digit to protect the smallest of 

publications. We reduced that by one and a half cents 

from what the Postal Service proposed. 

I think the second piece of it is that the 

very small - -  it seemed to me, from looking at the 

data, that the very small were more likely to be in 

the smaller sacks, and so the Postal Service 

proposal - -  the container charge really had an impact 

in that very small stratum. Again, we went with a 

pallet discount, rather than a container charge, to 

eliminate that high-end impact. 

So I think that the things that we did to 

t r y  to mitigate impact on the high end had the biggest 

impact on the smallest of publications. 
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Q Do you think there would be a distinction 

between small publications and very small publications 

in this regard? 

A Based on what you've told me, it appears to 

be. I haven't done that analysis, but it appears to 

be that that probably is the case. It's also possible 

that more of the very small publications are local 

publications thiit are destination entered, and we've 

provided a larger incentive for destination entry 

consistent with a better estimate of the costs 

avoided. 

Q Is my understanding correct that the 

database of publications reflected in your response to 

the Presiding Officer's Information Request No. 19 

does not include any in-county publications? 

A No. I don't think that's accurate. It 

includes the outside-county portion of in-county 

publications because an in-county publication could 

have a portion that's in county and a portion that's 

out of county, so it reflects just the outside-county 

portion of those publications. 

I don't think there's any data in there 

about whether there are any within county, but I 

suspect there are some within-county publications, but 

it just reflects the outside-county portion of it. 
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Q Would you please look at your response to 

McGraw-Hill Interrogatory No. 2 that was directed to 

YOU? 

A Okay. 

Q Now, this interrogatory asked you whether 

smaller-than-average sacks could incur a greater 

adverse rate impzct from increased piece rates under 

the MPA proposea rates than from the Postal Service 

proposed container charge. 

A Can you repeat that again? I’m sorry. 

Q Sure, an? you may want to glance over the 

interrogatory to refresh yourself, if you like, but, 

basically, it’s asking whether smaller-than-average 

sacks might incur a greater adverse impact from the 

higher piece rates under the MPA proposal than they 

would under the container charge proposed by the 

Postal Service. 

A Okay. Yes. 

Q And you responded, and I‘m referring to 

paragraph 2, sentence 2: “Because the incentive is 

larger pallet discounts proposed by MPA and ANM will 

result in more impact on some publications than 

using - -  on some publications using smaller than 

average sacks. 

proposed discounts would result in more impact than 

Were you saying there that the MPA 
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the 85 cent container charge proposed by the Postal 

Service? 

A I'm saying for some sack sizes, that's true. 

I tried to lay out what those sack sizes. I might 

have done that in response to a different 

interrogatory. I think I said that maybe if you're in 

between 30 and 4 0  pieces per sack, the container 

charge would be less than the pallet discount. So 

that would be the groupinq - -  

Q Forty pieces is about average for a sack, is 

that - -  
A I think - -  there have been a couple of 

numbers on the recvrd, but 4 2  and 45  for the - -  are 

the numbers I've seen. 

Q And this interrogatory is focused on below 

average piece sacks? 

A Right. So the ones between 30 and 42, 

because we provide the larger incentive to palletize, 

the pushup on sack mail in that category, there would 

be more of a push from the pallet discount than from 

the container charge. Below 30, you know, if you're 

down at 10 pieces per sack, at that point, the 

container charge 1s eight-and-a-half cents per piece. 

So, that's much larger of an impact than the impact of 

the pallet discount that we're proposing. 
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Q But, of course, with the new rule requiring 

24 pieces per sack, you wouldn't expect to encounter 

in the test year sacks with only 10 pieces? 

A No. 1: think that's true as kind of a 

general rule; but, there are going to be limited 

instances with small containers. I mean, when YOU 

enter one container that bundles it, DDUs,  those can 

be less than 2 4 .  There are a couple of sack levels 

where you are allowed to put in less than 24 pieces. 

If you've got - -  with a mix within county and outside 
county, that codld be less than 24 outside county 

pieces. And you, also, have situations where you have 

a heavy publication and they're going to have a fewer 

number of pieces in sacks. So, I don't think it's 

going to happen very frequently, but it's going to 

happen. 

Q You mentioned the container charge applied 

to uncontainerized mail entered at a DDU? 

A Right. 

Q D o  you believe that a container charge 

should be assessod on uncontainerized mail? 

A I think that there hasn't been a real study 

of how much those pieces cost. And in the absence of 

that, the Postal Service has proposed applying it. I 

don't know, there were enough issues with the 
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container charge that I decided not to propose it. 

So, I didn't go forth to do a thorough analysis of 

that. 

Q Can you give us a sense of what percentage 

of periodicals, outside county mail is entered 

uncontainerized at destination delivery units? 

A No, but I don't think it's a large 

percentage, but the impact on those publications would 

be large. 

Q In considering the rate design that you 

ultimately proposed on behalf of MPA in this case, dld 

you consider adopting a container charge, as opposed 

to a pallet diszoiint? 

A Yes. 

Q And you mentioned that, I believe in this 

interrogatory, that a container charge equivalent to 

the 2.7 per piece pallet discount you propose would be 

higher - - 

A It would be $1.15. 

Q - -  $1.15. 

A Yes. 

Q And you wanted to mitigate the impact of any 

such container charge. 

A Yes. 

Q Did you consider proposing a container 

Heritage Reporting Corporation 
(202) 628-4888 

7 

8 

9 

10 

11 

12 

0 l 3  
14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 



10440 

8 

9 

10 

11 

12 

14 

1 5  

1 6  

17  

18 

19 

20 

21 

22 

23 

24 

25  

charge lower than 85 cents? 

A No. 

Q 
charge in conjunction with a pallet discount? 

Did you consider proposing a lower container 

A No. 

Q Is there any particular reason why you 

didn't consider those options? 

A Well, I had a concern that it's not exactly 

clear how many srr.all publications, in particular - -  I 

mean, let's remember that small publications under 

15,000, they don't make up a large percentage of total 

periodical volume, but they do make up a large 

proportion of total periodical publications. So, I 

was concerned that some of these publications, even if 

you had, I think you've talked about with Ms. Cohen, a 

50 cent charge, if you have a publication in a 10 

piece sack, it's going to have a five cent container 

charge. And I felt that I didn't want to limit the 

incentive to palletize, because of impact on the 

smaller circulation titles, because I felt that we 

wanted to provide some protection for those smaller 

circulation titles. And I didn't think it was going 

to have a big impact on efficiency because they don't 

make up a large percentage of total volume. 

Q In response to questions from Mr. StraUS, 
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you indicated that you have had discussions with Que 

Becor printers - -  

A Que Eecor World. 

Q - -  Que Becor World - -  
A Yes. 

Q - -  on any impact to the Postal Service 
proposed rates; is that correct? 

A I had discussions with them. That was one 

of the topics. 

Q Are you aware of whether they accept in 

their co-mail or co-pall pools publications that were 

printed elsewhere than Que Becor? 

A My understanding from Ms. Cohen's testimony 

this morning, that they do. 

Q Do you have any independent knowledge of the 

extent to which they do? 

A Yes and no. I mean, this was discussed in 

the complaint case. I think at the time, it was 

discussed as something that would occur in the future. 

That's really the only independent resource I've seen 

on the topic. 

Q Do you know whether it is occurring today? 

A According to the testimony of Ms. Cohen 

earlier today, she said that it is. 

Q And are you aware of whether Que Becor or 

Heritage Reporting Corporation 
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Donnally will accept publications from any and all 

other printers or only certain printers to whom they 

have agreements? 

A I'm not aware. 

Q Are you aware of logistical hurdles for a 

printer to accept publications in a co-mail or co-pall 

pool that were printed at another printer? 

A I'm aware that there are issues and I'm 

aware that a larger incentive is going to make it 

easier to overcoIse those. 

Q But there are, obviously, additional costs, 

in terms of trar-sportation that are incurred for co- 

mailing or co-palletization in this context? 

A Yes. I think that when you're - -  that's 

true even if the printer is co-mailing their own 

product, that it might go from one facility to 

another; but, sure, there will be transportation 

costs. 

Q Are there additional technical issues when a 

printer is co-mailing, but doesn't have control over 

the whole printing process? 

A I would assume that if you're - -  if you are 

accepting mail from another printer, that you're going 

to be working very closely with them to overcome 

those. 
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1 MR. BERGIN: I have no further questions. 

2 CHAIP-YAN OMAS: Thank you, Mr. Bergin. Mr. 
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We i dne r ? 

MR. WEIDNER: Yes, I'll be very brief. Good 

afternoon, Mr. Glick. 

THE WITNESS: Good afternoon. 

MR. WEIONER: Keith Weidner for the Postal 

Service. 

CROSS-EXAMINATION 

BY MH. WEIDNER: 

Could yau turn to your - -  excuse me? Q 

A It's zice to put a face with a name. 

Q Could yoii turn to your response to Postal 

Service interrogatory 36, and I'm talking about part 

C? 

A Okay. 

Q There, you are asked to quantify your 

statement in response to Postal Service interrogatory 

l(b), that it seems likely that many first-class mail 

flats will be sorted on flat sorting machines; is that 

correct? 

A That's correct. 

Q And you responded by stating that, 'I did 

not have an exact number in mind, but what I meant by 

'many' was a larger considerable number;' is that 

Heritage Reporting Corporation 
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correct? 

A Right. 

Q I'm crying to get a range of what you mean 

by 'larger Considerable.' Would you say that's over 

60 percent would be sorted on flat sorting machines? 

A Well, in subpart D of this interrogatory, I 

tried to be a little bit more quantitative about it, 

'that Witness McCreary has indicated that about 44.7 

percent can come in secondary as manual.' And the 

analysis - -  well, the analysis that I did of data 

provided by Witmess Straussberg suggests that for 

manual, it's much lower for first-class mail and 

machine would be higher than 44 - -  would be higher 

than this average. 

Q So, you'll say that it's at least going to 

be over 5 5  percent, because the system-wide average, 

according to McCreary. would be 5 5  percent for 

machines? 

A I think the tally data provided by Witness 

Straussberg surely seems to suggest that 

Q so when you say 'large considerable number,' 

you're saying over 55 percent? 

A When I sard 'many,' I wasn't - -  I didn't 

have a number rr. mind, but I accept that - -  my 

response to subpart D would suggest more than 5 5  
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percent. 

Q Okay. Just real quick, could you turn to 

your response to part B of that interrogatory and the 

last line, you state that you can confirm that pre- 

sort first-class mail piece must comply with a variety 

of mail preparation requirements not imposed on 

single-piece mail. 

A I'm sorry, which subpart? 

Q This is part B of the same interrogatory - -  

A Okay. 

Q - -  tine last sentence. And you would agree 

that pre-sort mal. in general, whatever its subclass, 

would have to conply with certain requirements not 

imposed on single piece mail; is that correct? 

A I would agree that they have to comply with 

certain requirements. I ' m  not saying that single 

piece doesn't comply with those requirements. It's 

just that they aren't required to comply with that. 

Q Right. And could you go to your response to 

number five of the Postal Service interrogatory? 

A Okay 

Q There, you cite a passage from Witness 

McCreary's testimony, in saying that there is an 

operational reason why the manual percentage for 

incoming secondary is higher than that estimated by 

Heritage Reporting Corporation 
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Witness Miller; is that correct? 

A Can you repeat that? 

Q You cite a passage from Witness McCreary's 

testimony, in which you say this is an operational 

reason why the manual percentage for incoming 

secondary is higher than that estimated by Witness 

Miller; is that correct? 

A Yes. 

Q So, is it true that the passage cited by 

Witness McCreary would apply to all classes of flats 

and isn't it a situation that's limited to outside 

county flats? 

A There ,are two different issues here. That 

particular citation referred to all flats, outside 

county flats, standard mail, first-class mail flats. 

McCreary, also, indicated that for - -  

Q Right. 

A _ _  service reasons, periodicals is likely to 
be - -  more likely than average to be processed 
manually. 

Q But, I just wanted to make sure that that 

passage from McCreary's testimony - -  

A The small volumes - -  

Q - -  would apply to all classes. 

A Small volumes of flats for a particular 
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destination are processed manually when the volume is 

insufficient, that one? 

Q Yes. 

A Yes, that would apply to all. 

MR. WEIDNER: Qkay. That's it. Thank you. 

CHAIRMAN OMAS: Thank you, Mr. Weidner. Is 

there anyone else, who wishes to cross-examine Witness 

Glick? 

(No response. ) 

C H A I R "  OMAS: I've checked. There are no 

questions from the bench. Mr. Levy, would you like 

some time with your witness? 

MR. LEVY: Yes, please. 

CHAIRMAN OMAS: How long? 

MR. LEVY: Four minutes, please. 

CHAIRMAN OMAS: 1'11 give you five. 

(Whereupon, a brief recess was taken.) 

CHAIRMAN OMAS: Mr. Levy? 

MR. LEVY: Thank you. 

REDIRECT EXAMINATION 

BY MR. LEVY: 

Q Mr. Glick, you were asked some questions 

about what inquiries you made among small publishers 

concerning the relative impact of your proposal versus 

the Postal Service's proposal. Do you have anything 
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further you want to say? 

A Ms. Cohen and I requested data from the MPA 

Postal Committee and from the MPA's independent 

magazine advisory group, both of which have a mix of 

large and small publications. The IMAG, the 

Independent Magazine Advisory Group, has more smaller 

publications than certainly the Postal Committee. 

MR. LEVY: Thanks. That's all I have, Mr. 

Chairman. 

CHAJXMAN O W :  Is there anyone, who wishes 

to re-cross? 

(No response. ) 

CHAIRMAN OMAS: There being none, Mr. Glick, 

that completes your testimony here today. We 

appreciate and thank you for your appearance and your 

contribution to our record. Again, thank you and you 

are now excused. 

THE WITNESS: Thank you, very much. 

(The witness is excused.) 

CHAIRMAN OMAS: This concludes today's 

hearings. We will reconvene tomorrow morning at 9 :30  

a.m., when we will receive testimony from witnesses 

Mitchell and Straussberg. Thank you, very much, and 

have a nice evening. 

/ /  
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(Whereupon, at 2:55 p.m., the hearing was 

recessed, to reconvene at 9:30 a.m., Wednesday, 

November 8, 2006.) 
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